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Now More 
Than Ever— 


Fuel Economy 
Is Vital 


Sa | ODAY, when all natural re- 


sources are being mobilized for 
the preservation of the nation, the economical use of fuel is 
of prime importance. Gas companies and gas service opera- 
tors know that this is true of natural as well as Butane- 
Propane and bottled gases. Constructive advice and assist- 
ance on the effective use of fuel, which was before simply a 
matter of good business, now becomes clearly a duty. What 
more valuable and timely advice can you give your custom- 
ers than your recommendation that they install, for every 
gas appliance, a reliable pressure regulator? 


Barber Regulators provide safety, fuel economy, and 

a better service in any gas appliance. Built with high-grade 
i ilders sud bronze bodies, brass working parts, phosphor bronze springs, 
for your trade. nnon-deteriorating diaphragms (for Butane-Propane or bottled 
new Catalog gases, regulators are supplied with specially treated dia- 
ee Barber phragms). Use Barber Pressure Regulators on appliances 


and Appliance 
and Regulators. Which you install or sponsor. 


RBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


ARBER eacssune REGULATORS 


Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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ti this Speedy 


* That's the RIBEID Vise with LonGrip Jaw, 


t 
Pine Cutter handy built-in pipe support and pipe bender. 


here’s no time these days for slow tools—in con- 
struction, production or maintenance, no speed is 
enough ... Well, you cut more pipe with less 
ort with this RIG. Special thin cutting wheels, 
ged and assembled in solid hubs, roll easily and 
unly through any pipe, save reaming time. Heavy- 
malleable frames that stand overwork, always 
t true. Made 3-wheel and 4-wheel (No. 42) for 
still speedier cutting. Four sizes, 
for pipe to 4”. Don’t tolerate even 
small delays—buy time-and-work- 
‘saver RIZAIBs at your Supply 

House. 


THE RIDGE TOOL COMPANY, ELYRIA,OHIO,U.S.A. 


ele lb 


Pipe Wrenches, Cutters, Threaders, Vises 


Bose 


mae es = 
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HE opening article in this issue, entitled 

“Have We Power to Do the Job?” by 
Herpert M. Brarter, makes quite a point of an 
item which we think is generally over- 
looked in these days of shortages and ration- 
ing. Mr. Bratrer refers to the fact that, so 
far, shortages have shown up in practically 
every other major line of consumption before 
they have shown up in terms of inconvenience 
to the average civilian citizen. Of course, Mr. 
3RATTER goes on to warn us that this may not 
always be true—in fact it probably won’t be 
true within all too short-a time. 


But to date most of us have gone along 
using as much electricity as we always have 
(barring blackouts and appliances that we 
could not buy). We have used the telephone 
for the most part without hesitation or reser- 
vation (except perhaps for some long-distance 
calls). Most of us have not felt conscious of 
any need to skip our hot water baths or home- 
cooked meals, or other things which require 
gas or electricity. 


Ir goes to show how much the American 
public takes for granted the reliability and ex- 
cellence of public utility service. True, public 


HERBERT M. BRATTER 


Curtailing appliance distribution is an indirect 
approach to rationing electricity. 


(SEE PAGE 399) 
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HERBERT COREY 


So you can’t change human nature? |\'h 
did Pearl Harbor do? 


(SEE Pace 418) 


utility service is something that we could no 
hoard in advance of a shortage, even if wé 
wanted to. But chances are that most of u 
have given little thought to the possibility thaf 
there might come a day when we could no 
be so free and easy about our consumption 0! 
utility service as we have always been. 


¥ 


HAT leads us to wonder just what it wil 

be like when it becomes necessary to cuf 
down on the civilian usage of consumer serv 
ice. Preliminary measures in this direction 
have already been taken in the form of gas and 
telephone service curtailment orders recently 
promulgated by the WPB. But these were 
mild measures indeed, affecting principally 
the extension of new service. They did not 
affect the great proportion of existing and ¢s- 
tablished utility consumers. When the time 
comes, however, to cut down on the indi- 
vidual family consumption of utility service, 
how is it going to be done? 


In besieged Great Britain the rationing of 
utility service has been virtually given up or at 
least postponed because of practical difficul- 
ties. Obviously, demand meters or other spe- 








HOOSIER ENGINEERING COMPANY 


46 SO. STH ST., COLUMBUS, OHIO NEW YORK 


RECTORS OF TRANSMISSION LINES 
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8 PAGES WITH THE EDITORS (Continued) 


cial devices that would automatically cut off 
service or ring a bell or give off some other 
kind of a warning that the customer had ex- 
ceeded his proportion of use are feasible from 
an engineering viewpoint. But they are not 
likely to be employed to any great extent be- 
cause we just don’t have scarce metals that 
would be required for construction of large 
numbers of such special devices. 


PropaB_y the curtailment of the sale of ap- 
pliances, as Mr. BraATTER suggests, will be an 
indirect approach. But as far as domestic con- 
sumers are concerned any rationing order 
would have to depend to a large extent on 
educational appeals and voluntary public com- 
pliance. General recommendations, such as re- 
ducing the size and number of electric bulbs, 
or suggestions as to the most favorable hours 
for civilian use of service, would seem to be 
about as far as the government could go as a 
matter of practical administration. 


SoME supplemental inspection might be 
worked out in cases of troublesome abuse. It 
is going to be pretty hard to send a policeman 
into the homes to check up on the families’ 
living habits with respect to utility consump- 
tion. An exception to this perhaps is the tele- 
phone service which can control its volume of 
traffic if it has to. 


So it is probable that the industrial and com- 
mercial consumer will have to bear the brunt 
of mandatory rationing in the case of gas and 
electric consumption, together with what aid 
can be enlisted from the domestic consumer 
by way of voluntary codperation. There can 
be no doubt that such voluntary codperation 
will be cheerfully and generously forthcoming 
if, as, and when it is necessary. 


Mr. Bratter, author of this article on the 
nation’s power supply, is an industrial econ- 
omist now serving as a Washington adviser 
and contributor to Banking magazine. He has 
previously served as a statistician for the 
Chinese government and from 1929 to 1935 
with the U. S. Commerce and Treasury de- 
partments during which time he was sent to 
Tokyo. More recently he has been engaged in 
economic research, including the economic as- 
pects of radio broadcasting. He is the author 
of numerous articles on financial and eco- 
nomic subjects which have appeared in finan- 
cial and business periodicals quite generally. 


¥ 


D” a public utility have a special war risk 
problem? Apparently it has, according 
to the article by T. N. SANpiFEr, Washington 
newspaper correspondent, which begins on 
page 409. The recent discussion about insur- 
ance against air raids and other enemy dam- 
age has made the situation of the utilities, 
under such circumstances, a topic of consider- 
able speculation. The fact that enemy bomb- 
ers and saboteurs try to make a bee line for 
public utility properties whenever they go into 
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T. N. SANDIFER 


IVar risk insurance for utilities is to protec 
service, not property. 


(SEE Pace 409) 


action is no small complication in estimating 
the war risk of insuring utility properties. 


¥ 


H ERBERT Corey, whose article entitled “Yo 
Couldn’t Believe It” begins on page 418 
is a Washington author and newspaper cor 
respondent whose writings frequently appea 
in this magazine. 


¥ 


MONG the important decisions preprinted 
from Public Utilities Reports in the ba 
of this number, may be found the following 


Tue Arkansas commission ruled that i 
did not deprive an electric company of its 
property without due process of law when, 1 
determining the rate base, it gave great weigh 
to the actual investment in the boom year 1929 
although considering present costs and otheq 
factors. (See page 65.) 


THE estimated cost of a pipe line to servé 
an Army camp was included in the rate base 
of a natural gas company where it was cer 
tain that the company was going to supply 4 
certain amount of gas for the camp and the 
matter of pipes was going to be worked ou 
later. (See page 89 


THE next number of this magazine will be 
out April 9th. 





26,1942, Public Utilities Fortnightly 





GET THIS VAL MELE 
100-PAGE MANUAL 
Started to Yo 


§ No office manager or accounting official 
should be without this newest, most 
complete compilation of ideas on record 

- fetention and use. Send the coupon for 

free copy. Don’t delay! 


u Coday ! 


Remington Rand Inc. 
465 Washington St., 
Buffalo, N. Y. 


Loose Leaf Division No. PVF 342 
Yes, | want “The Office Manual of Loose Leaf Binders, 


Forms and Equipment." Send my copy right away. No 
obligation, of course. 


TELLS HOW TO CUT COSTS, INCREASE 
CLERICAL EFFICIENCY, IMPROVE CUSTOMER 
SERVICE, COVERS EVERY TYPE OF BINDER 
AND APPLICATION FROM SALES TO STOCK 


You need this new “manual.” It will 
bring you up to the minute on housings 
that facilitate full compliance with war- 
time regulations pertaining to record 
retention. It will help you cope with 
coming restrictions of office worker 
shortage. 


100 PAGES 


This is the most complete presentation of 
loose leaf binders, forms and equip- 
ment ever brought within a single cover. 
The 100 pages are lavishly illustrated in 
natural colors. 


YOUR COPY IS READY 


The coupon above will bring your copy 
at once. Just fill in the coupon, mail it 
today, and we will have “The Office 
Manual of Loose Leaf Binders, Forms, 
and Equipment’’ at your desk without 
delay. No obligation! 


REMINGTON RAND INC. 





This page is reserved under the MSA PLAN ( Manufacturers Service Agreement) 








In Th 


In Feature Articles 


Have we power to do the job, 399. 
Estimates of American power capacity, 400. 
FPC and EEI capacity figures, 402. 
Expansion the crux, 405. 

Economies in use of electricity, 406. 

Electric energy sales, 407. 

War damage and insurance, 409. 

Utilities as primary class of beneficiaries, 411. 


Total resources of stock fire insurance com- 
panies, 412. 


Compulsory insurance, 415. 

Protection of government interest, 416. 

You couldn’t believe it, 418. 

Utility expansion, 420. 

Utility’s value to nation, 421. 

Scarcity of copper and other metals, 423. 
Wire and wireless communication, 425. 


5 


In Financial News 
Utility securities hard hit by proposed tax 
rates, 430. 
Bill offered to suspend the “death sentence,” 


Electric output and earnings (chart), 433. 
Northern Natural Gas Company, 434. 

Stock and bond prices (chart), 435. 
Pennsylvania Electric financing successful, 436. 


as Issue 


y 


In What Others Think 


Weighing government expenditures in the wa 
scales, 437. 
How to keep gas appliances in service, 438, 


Codperation needed in Holding Company 4 
administration, 440. : 


Chronicle of a manufacturing dynasty, 443, 
Re 
In The March of Events 


Told to save electricity, 445. 

Sharply cut waterways bill proposed, 445. 
New rail board proposed, 445. 

Power line approval assailed, 445. 
Three REA aides punished, 446. 
Power for plants, 446. 

News throughout the states, 447. 


a 
In The Latest Utility Rulings 


Bond premium payments not required of com- 
pany ordered to dissolve, 454. 

Rural electric corporation held to be a public 
utility, 455. 

Repurchase of securities permitted under lim- 
ited authorization, 455 

Claimant denied leave to intervene in simplifi 
cation proceeding, 456 

Gas company must furnish regulator, 456. 

War needs govern train service, 457. 

Reorganization plan approved as amended, 45/, 

Original cost adjustments approved by N 
York commission, 458. 

Commission power to fix rates on messages {0 
foreign countries sustained, 459. 

Miscellaneous rulings, 460. 





PREPRINTS FROM PUBLIC UTILITIES REPORTS 
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Chickasaw | 
| CHOOSES | 



































lkan provides clean heat transfer surfaces to 


Combustion four-drum, bent-tube, 400,000 
per hr, pulverized coal-fired boiler which serves. VULCAN S 0 0 T B L 0 W E R S 
is new 40,000 kilowatt, 900 Ib. per sq. in. 
Southern plant. 


Chickasaw becomes another in the long list 
of plants depending on VULCAN Soot Blow- 
ers to assure highest heat transfer, real steam 
economy and freedom from frequent 
servicing. 


The advanced design, HyVuloy and Vulite 
intimate contact bearings, HyVuloy elements 
and VULCAN'S Model LG-! are guarantees of 
efficient, trouble-free operation in ANY plant. 


Remember that whatever the characteris- 
tics of your boiler and setting, fuel, or load, 
Vulcan engineers will be glad to solve any soot 
blower installation and operating problem 
involved. 


VULCAN SOOT BLOWER CORP., DUBOIS, PA. 
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Administrator, Office of Price 
Administration. 
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Chairman, Prentice-Hall, Inc. 
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Director, WPB Labor Division. 
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Director, Office of Defense Trans- 
portation. 
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U. S. Senator from Montana. 


Excerpt from statement, 
United States Conference of 
Mayors. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“There is no longer such a thing as junk.” 


¥ 


“Let’s tax, really till it hurts, but let’s tax for reveny 
and not for politics.” 


¥ 


“In total war, casualties on the industrial front area 
inescapable as they are on the battle front.” 


¥ 


“T don’t intend to interfere where it is not necessary 
{ don’t intend to issue orders where men are willing tg 
act without orders.” 


¥ 


“The public should view the electrical inspector as i 
does the lifeguard on the beach. He’s there to prote 
property and life and not just to cause someone mor 
expense.” 


¥ 


“One of our great faults—and we may just as wel 
admit it—is that we talk too much of what we shall do 
and then when we do not come through quickly enoug 
in fulfilling such assurances, we engage in carping criti 
cism.” 


¥ 


“Surpluses are the real assets of civilization. In « 
transition period, surpluses reflect themselves in unem 
ployment. This simply means that hitherto we have bee 
intolerably slow in recognizing our assets and in using 
them.” 


¥ 


“No giant monopoly nor combination of monopolie 
can approach in far-flung importance to our nation th¢ 
hundreds of thousands of small businessmen who const! 
tute the foundation of our American system of free en 
terprise.” 


¥ 


“Tf our small bus’ness should cease to exist, our coun 
try as we know it would cease to exist, for it is the initia 
tive of the independent businessman that has given the 
United. States the highest standard of living the worl 
ever has known.” 
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REQUISITIONS 
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IN SPEEDING WAR PRODUCTION 











Speed in organizing and producing for war requires 
speed in figuring and writing indispensable records. 
Everywhere . .. in all branches of the armed services... 
in government offices . . . in ordnance plants, arsenals 
and other vital war industries . . . Burroughs machines 
are providing the fast figures, records and management 


controls so essential to fast, effective action. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT, MICHIGAN 





 Yodays Burroughs 


DOES THE WORK IN LESS TIME— WITH LESS EFFORT—AT LESS cost 
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REMARKABLE REMARKS—( Continued) 


WaLteER D. FULLER 
President, Curtis Publishing 
Company. 


EpitorIAL STATEMENT 
Industrial News Review. 


Epwin G. Nourse 
Director, Institute of Economics, 
The Brookings Institution. 


Matcorm Muir 
President and publisher, 


Newsweek. 


Apo_pH A, BERLE, JR. 
Assistant Secretary of State. 


RayYyMOND MOLEYy 
Contributing editor, Newsweek. 


Epitor1AL STATEMENT 
Traffic World. 


R. R. DEUPREE 
Chairman, Business Advisory 
Council, Department of 
Commerce. 


THURMAN ARNOLD 
Assistant Attorney General. 
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“American people respond to incentives, and there js 
no incentive like a spare dollar that can be spent for 
personal wants and needs.” 


t 


“No one is surprised by good railroad service—for the 
very good reason that the lines do the seemingly impos- 
sible time and time again.” 


* 


“Un'ts of business have become so large today that the 
risks involved in their decisions almost transcend the 
limits of respectable business daring.” 


¥ 


“The private enterprise system really consists of 
harnessing of men, money, and ideas, and of the genius 
of inventors and technologists with the savings of the 
thousands.” 


¥ 


“We cannot accept methods either of finance or busi- 
ness organizations which restrict production or employ- 
ment, or which w thhold either from the country in war 
or from the people in civil life the goods necessary to win 
a war or to live at peace.” 


* 


“It should be obvious that the issue of the closed shop 
is not an issue that can properly or safely be left to any 
administrative board or subordinate official agency. It 
is an issue that has to do with the very nature of our 
suciety and form of government.” 


* 


“We do not advocate extravagance; but, if defense 
transportation is a necessary war effort—as it is—then 
it should be neither the victim of false economy, a refuge 
for has-beens or never-wassers in search of jobs, or an 
avocation for men whose real work is somewhere else.” 


¥ 


“By common concept and by historic precedent our 
country is dedicated to the principle that most of this 
foreign and domestic] commerce shall be conducted un- 
der private ownership and management. . . . Private en- 
terprise requires the guiding hand—and sometimes the 
restra ning hand—of government.” 


Sd 


“It is a fundamental axiom of industrial democracy 
that you cannot allow private groups to exercise economic 
power over others uncurbed by law. If there is no referee 
at a prize fight the man who puts on brass knuckles will 
win, And the same is true in the industrial game, pat 
ticularly in a time of huge government spend:ng.” 
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’ METAL ENCLOSED BUS 


R&IE bus provides individual housings 
for each conductor with air space be- 
tween-thus preventing interphase shorts 
and limiting any trouble to ground faults. 
The air space also promotes cooling. 


R&IE bus provides ample strength to 
resist short circuit stresses. These 
stresses are taken by the mounting 
frames in which the insulators are sub- 
jected to compression loading only. 


R&IE bus covers are housings only and 


not strength members. These housings 
can be gasketed to keep out dirt and 
moisture. 


R&IE bus can be mounted on floor, wall, 
or ceiling and is readily fitted to a struct- 
ural steel mounting. 


R&IE bus can be installed, aligned, 
adjusted and tested, and then the hous- 
ings put on. Conversely the housings 
can be taken off for inspection by re- 
moving a minimum number of bolts. 


R&IE bus can compete in price and in 
low cost of erection with any other type 
of bus structure and also give the above 
distinct advantages. 


RAILWAY ano INDUSTRIAL ENGINEERING CO. 
GREENSBURG, PA. . . In Canada, Eastern Power Devices, Lid., Toronto 
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fadiant Boilers 


ordered fo date 
21,000,000 Ib. steam 


per hour 





Combined Capacity 


FUELS— 
Pulverized Coal 


Oil and Gas 

Oil, pulverized coal in future 

Gas, oil, or acid sludge, with possibility of 
pulverized petroleum coke in future 


CAPACITIES— 
60,000 to 900,000 pounds of steam per hour 


PRESSURES— 
525 to 1525 pounds per square inch 


STEAM TEMPERATURES— 
800 to 950 degrees Fahrenheit 


THE BABCOCK & WILCOX COMPANY 
85 LIBERTY STREET NEW YORK, N. Y. 


SABCOCK & WILCOX 


G-202TA 
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.. + TO HELP SOLVE TODAY'S ELE¢ 
TRANSMISSION AND DISTRIBUTION PROB 


“ELECTRICAL How to cope with increases in trans 
TRANSMISSION sion line voltages, longer lines, mor 


AND tensive interconnections... these are 


DISTRIBUTION a few of today’s problems covered j 
new “Electrical Transmission and 
REFERENCE 


BOOK”... 


tribution Reference Book.” 


@ EVERY CENTRAL STATION 
ENGINEER SHOULD HAVE A 
COPY ... over 550 pages 
of practical up-to-the-min- 
ute information ... hun- 
dreds of figures, drawings, 
illustrations and diagrams 
. - . 19 important subjects Hic negineeen 
each compiled by an ex- i yore ouse Electric’ 
perienced, practical man a 
rere 9 by 12 inch size i 
for easy reading .. . strong, 
attractive pebble grain 
cOVer:..% 


© PRICE $5.00 





_ Cc SMPANY 
<a ELECTRIC & MANUFACTURING ce 
qin GH OP Se Oe a Patsbusgh, Pennsylvania 

id + 


nC 
Or~a 
% 


ey): Westinghou: 
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When jobs are tough— 
and time is short— 










“Cleveland’s’’ National Defense 
Cooperation Is 2-Fold OWER, ruggedness and speed 


Ist—By supplying its equipment for a are concentrated in “Cleve- 


mojority of recent Defense Pipelines and for aes s 
various branches of the United States Military lands in a smaller, more mobile, 


and Novel Services. more easily-handled “package,” 
2nd—By its distinctive design which permits because of sound modern design 


important weight savings, releasing vitally 


needed steel for armament, tanks, ships, etc coupled with thorough usage of 
IT IS ESTIMATED THAT OVER 1000 TONS : 
OF STEEL WERE THUS SAVED IN 1941— the toughest, longest wearing ma- 


On a weight comparison basis terials in the market. 


against the older, heavier, and a - 
bulkier type of machine This explains why “Clevelands 
which "Clevelands” . f d » 
displace. continue to be the preferred equip- 
* ment on so many projects, current 
and recent, where rough, moun- 
tainous terrain and severe soil con- 


ditions are encountered. 









ie Ae CLEVELAND TRENCHER COMPANY Toy 


VV 20100 ST. CLAIR AVE } oneer of the Small Trencher CLEVELAND, OHIO N 


“CLEVELANDS” .Because they Do More 





Sve More.. 
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BAYER SOOT CLEANERS 


APPLIED TO 


MODERN PUBLIC UTILITY BOILER 

































































































































































































































































605,000 LBS./HR BOILER PULV. COAL FIRED 
1350 LBS. PRESSURE 950°F. STEAM TEMPERATURE 


THE BAYER COMPANY 


ST. LOUIS, MISSOURI 
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These Men 


KNOW 
INTERNATIONAL 


Industrial Power 








d the 
a 
THEMAN MM AN ES IT 4 
WHo SERVES 
SELLS IT 


et Them Help You Keep Your 


Equipment ON THE JOB 


10 GET maximum efficiency from International In- 
lustrial Power during the busy days ahead, give it the 
best of care. Make use of the men who know this equip- 

ent best. They are the.men who sell it and the men 

ho service it. They are the International Industrial 
Power dealers and their servicemen from coast to coast. 

Through up-to-date Company-issued service manuals 
und bulletins and through contacts with Company ser- 
icemen, the International dealer’s service department 
s continually kept informed of the best methods and 
practices for servicing International TracTracTors, 
Wheel Tractors, and Power Units. You get the benefit 
f this information when you bring in your equipment otRIAL Po 
lor servicing. It can save you many a dollar, many a » "y. 
lay, in expert, reasonably-priced preventive main- <= 9) 

icon) tenance BInTERWATIONAL 
Your tractors and power units have ; 
a big job to do in America’s March to SEpyice 
Victory. Keep them serving well by 
keeping them well serviced. 

INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL HARVESTER 
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HELPING 10 
INA WA 


“What am | doing to help win 
this war?”’ That’s a question 
everyone should ask himself. 
We did —and here’s an 
account of our contribution 

to victory. We are making 
heat controls required for 
national defense. Many of 
these are going info equip- 
ment for defense housing 

. where they will help supply 


| Sf defense workers with properly 
: cooked, energy-building foods. 
: (: We have converted a large part 
of our civilian facilities and have 
7% ata added tremendously to our plant 
Be capacity—all of these facilities 
producing munitions for the 
armed forces. We are working 
24 hours a day, 7 days a week 
to supply our share of the maxi- 
mum effort required to win 

total war. 





oo 
As 


$ ROBERTSHAY | 


This paye is reserved under the MSA PLAN (Manufacturers Service Agreement) 








rch 26, | 








26, 1942 


Public Utilities Fortnightly 





For Accurate Measurement 
of Industrial Loads 
EMCO Large Capacity 
Pressed Steel Meters 


For Positive Control 
of Industrial Loads 
EMCO "1001" 
Pressure Regulator 


EVER before has the importance of gas as a 
fuel been as fully realized as during the 
present emergency. All out war effort—total war 
— means total use of all of our assets, man hours, 
fuels and materials. 

The efficient application of one of our 
most priceless fuels, gas, can only be effected 
by accurate measurement and control. For years, 
EMCO Industrial Measuring and Regulating 
Equipment has been performing this function 
with the highest degree of efficiency and accu- 
racy. We are pleased to be able to continue this 
service during these exacting times. 








——. 





PITTSBURGH EQUITABLE METER COMPANY 


aie ciliata MERCO NORDSTROM VALVE COMPANY anne oti 
NEWYORK TULSA Main Offices, Pittsburgh, Pa. DES MOINES HOUSTON 


BROOKLYN CHICAGO PHILADELPHIA LOS ANGELES SAN FRANCISCO BOSTON KANSAS CITY MEMPHIS 
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DAVEY TREE TRIMMING SERVICE 


JOHN DAVEY 


Founder of Tree Surgery 


——... written to meet 


Quick Service 
needs of the practical 1 


In spite of demands that Uncle 
Sam has made on Davey per- 
sonnel, we are still able to find 
and frain enough good men 
to enable us to continue to de- 
liver prompt, skillful service. 


This book gives the electrical man 
self-study material needed to ady, 
himself in central station work. 

plain, detailed way, Croft covers 
how and why of the generation, tr 
mission, and distribution of electr 
energy, including scientific fundament 
design factors, central station set-up, 


CENTRAL STATIO 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT. OHIO 





DAVEY TREE SERVICE 




















INSIST ON 


VMIETILES 


Papers 
FOR YOUR 


Forms 
I s{:ausar ky 
Stationery 


Superior Quality 
MADE FROM COTTON FIBERS 


PARSONS PAPER CO. 


HOLYOKE - MASSACHUSETTS 





By Terrell Croft 
Consulting Electrical Engineer 
Revised by George H. Hall 


Third edition, 360 pages, 51/2 ii 


x 8, 285 


i THIS BOOK the author 
covers in detail all phases 


illustrations, $3.00 ); 


of the generation, transmis- | 
sion, and distribution of elec- | 


trical energy—maintaining a 
simple treatment throughout, 
easily grasped by the reader 
of modest mathematical at- 
tainments. 


HE DIFFERENT TYPES 

of generators are described 
as well as the different prime 
movers employed, reciprocat- 
ing engines, turbines, inter- 
nal combustion engines, and 
water wheels. Alternating and 
direct-current systems are 
discussed and compared with 
data for calculation of trans- 
mission lines for both sys- 
tems. Space is also given to 
the various station accessories 
such as voltage regulators, 
lightning arresters, and other 
protective equipment. 


Send check, money-order 


This edition 
tains the typi¢ 
practical C 
treatme 
throughout, 
includes con 
erable new 1 
terial relating 
developments 
the field, 
bines, the n 
work syst 
lightning prot 
tive appara 
description © 
illustrations 0 
number of typ 
of voltage ret 
lators, etc. 


or cash to 
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MUNSEY BLDG., 


WASHINGTON, D. 
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Check over any accounting routine and you'll find 
two facts: (A) much of it is a repetitive process— 
just copying the same things over—(B) that re- 
copying not only breeds human errors but uses 
valuable work-hours to no good end; actually 
retards the very thing you’re trying to do, namely, 


get totals and reports that guide management! 


Figures are no good unless they’re fresh and 
accurate. Ditto one-writing methods get fresh, 
accurate answers! Ditto one-writing methods are 
the natural response of business to the too-complex, 
repetitive systems in vogue. They are a revelation 
to executives who are charged with responsibility 
for payroll, statements, rate schedules and report- 
ing routines —they are a route to speed, accuracy 
and personal effectiveness. GELATIN AND LIQUID MACHINES 


Because Ditto leads, Ditto offers 
Send coupon for fascinating booklets, “The New most advanced types of both 
; : é : ; gelatin and liquid. duplicators. 
Trend in Accounting,” and “Copies, Their Place 


in Business” —a profitable move for any executive! 


DITTO, Inc. 
671 S. Oakley Blvd., Chicago 


Gentlemen: Without obligation please send me: 
( ) Data on Ditto Utilities Methods 
( ) Arrange a Ditto demonstration for me 


FREE! 
BEPREPARED! (% 


Be informed! Send for 
studies, forms and manual 
of methods in actual use 
Proving Ditto’s speed and 
economy!...Ditto,Inc., 6/1 
§, Oakley Blyd., Chicago, 


My Name 
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FOR UNDERGROUND PIPE LINE 


HE PERMANENT character of 

the Durant Insulated Piping 
System is not based solely on the 
design of the factory-fabricated 
units. Full consideration has been 
given to the varied requirements 
of field assembly. The accompany- 
ing installation photographs of a 
two-pipeline anchor are illustra- 
tive of the engineered adaptability 
of the D.I.P. system. 


In the large illustration, the two 


March 26, 


insulated joints are being sealed 
with asphalt a full inch thick. 
After pouring, the pipes with steel 
anchoring channels are encased 
in mass concrete to provide the 
inexpensive, effective anchor 
shown above. 


Send for the Ehret D.I.P. Booklet. It contains full informa- 
tion on this modern system of underground insulated piping. 


EHRET MAGNESIA MANUFACTURING COMPANY 


VALLEY FORGE PENNSYLVANIA 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 
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LIKE A LIGHTHOUSE 


in a vast sea o grain 


HERE it stands, alone, unfailing, far out in a 

sea of waving grain, or perhaps in some re- 
mote mountain pass or lonely prairie ... like a 
lighthouse on the land. 


For it is signals like this—safeguarded in thou- 
sands of locations by Exide Batteries—that enable 
the railroads of the nation to speed their trains 
across the country, loaded with the men and mate- 
riel so essential to our national defense. 


In public utility and private industrial plants 
everywhere, Exide Batteries are rendering the same 
faithful service that characterizes their use by the 
railroads, wherever economical, dependable bat- 
tery power is required. 


THE ELECTRIC STORAGE BATTERY CO. 


The World's Largest Manufacturers of Storage Batteries for 
Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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A WAR MESSAGE 


to 


ALL EMPLOYERS 


% From the United States Treasury Department »* 


Winninc tas War is going to take the 
mightiest effort America has ever 
made—in men, materials, and money! 


An important part of the billions of 
dollars required to produce the planes, 
tanks, ships, and guns our Army and 
Navy need must come from the sale of 
Defense Bonds. Only by regular pay- 
day by pay-day investment of the 
American people can this be done. 


Facing these facts, your Government 
needs, urgently, your cooperation with 
your employees in immediately enrolling 
them in 


A PAY-ROLL SAVINGS PLAN 


The voluntary Pay-Roll Savings Plan 
(approved by organized labor) provides 
for regular purchases by your employees 
of Defense Bonds through voluntary 
pay-roll allotments. All you do is hold 
the total funds authorized from pay- 
roll allotments in a separate account and 
deliver a Defense Bond to the employee 


each time his allotments accumulate to 
an amount sufficient to purchase a Bond. 


You are under no obligation, other 
than your own interest in the future of 
your country, to install the Plan after 
you and your employees have given it 
consideration. 


WHAT THE PAY-ROLL SAVINGS 
PLAN DOES 


1. It provides immediate cash now 
to produce the finest, deadliest fighting 
equipment an Army and Navy ever 
needed to win. 2. It gives every 
American wage earner the opportunity 
for financial participation in National 
Defense. 3. By storing up wages, it 
will reduce the current demand for con- 
sumer goods while they are scarce, thus 
retarding inflation. 4. It reduces the 
percentage of Defense financing that 
must be placed with banks, thus putting 
our emergency financing on a sounder 
basis. 5. It builds a reserve buying 
power for the post-war purchase of 
civilian goods to keep our factories run- 
ning after the war. 6. It helps your 
employees provide for their future. 


Make Every Pay Day - BOND DAY 


U. S. Defense BONDS x STAMPS 











arch 26, HM 1, 26, 1942 Public Utilities Fortnightly 





Cyne 
Za 


, 


P show where yOu 


con SAVE! 


You wouldn’t deliberately throw 700 
ets of carbon paper into the waste basket, 
wid youP Yet, that’s exactly what you do 
hen you write 175 sets of average five-part 
mms interleaved with one-time carbons! That’s 
mecessary waste because the same number of 
mms could be written with only 4 sheets of 
bon if you equip your typewriters with Egry 


SPEED-FEED 


it more than that—the Speed-Feed makes 
l the time of the operator productive and 
ps up the daily output of typed forms 
/ and more! Don’t lose any time in- 
stigating the many advantages of the Egry 
yed-Feed. Consult classified telephone 
tectory for name of local Egry sales agent 
write Dayton. Demonstrations ar- 

nged without cost or obligation. 


iterature on request. Address Dept. 
326, 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


— The Egry Register Co. (Canada) Ltd., King and Dufferin Streets, Toronto, Ontario, Canade 
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WHEN WORKING PRESSURES GO 





Grinnell Interpretive Engineering and Prefabrication Facilities 


Assume New Significance 


With the announcement of new power installations 
almost invariably come new highs in working pres- 
sures. As these pressures climb, piping requirements 
become increasingly complex. 

Because of Grinnell’s proved ability to interpret the 
requirements of super-pressure installations in terms 
of alloy steel piping, formed and welded sub-assemblies, 
margins of safety and underwriter’s inspection, lead- 


ing engineers prefer to “give the plans to Grinnell.” 


The header shown here typifies the intricaci 
today’s pipe fabrication. It is on jobs like this 
engineers are depending upon Grinnell for accu 
pre-tested sub-assemblies, which reduce costly 
welding to a minimum. 

Conveniently located plants assure “time-t 
delivery on any power or process piping installa 
Grinnell Co., Inc., Executive Offices, Providence, 


Branches in principal cities of the U. S. and Ca 


peivaseseation ov CREB RIEIN OL 


WHENEVER PIPING 1s INVOLV 
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FOR DOOR EFFICIENCY 





0 
F 


Kinnear Features | 


Check These 
| OPEN STRAIGHT UPWARD AND 


COIL COMPACTLY ABOVE THE 


You gain 
on ever 
door efficie y angle of 
n ° ° 
stall bs cosatg nay you in- LINTEL, which ae ae 
ae Steel Rolling D oe Dparenes Makes all surrounding floor and wall 
ties convenience of oors ... the le at all times. 
rem 

control Pet Poser -_ Permits maximum flow of light from 

time-saving operation easy, all overhead sources at all times. 
intricaci oa saving design . . ; ‘i. : Keeps ceilings clear at all times, for 
’ y aintenance:.. . sana widest use of conveyors, ete. 
like this ance of lon and assur- - 

shown b g service life, as Clears doorway from jamb to jamb 
for accu’ centu y nearly half a _, . from sill to lintel — doors ope? 

rer ry of Kinnear Door per out of the way, safe from damage! 
cman! "The | saonwid 
you <a. eongeisioal te EY FEATURE KINNEAR’S 
solvi n in 
solving date problems, Welte FAMOUS INTERLOCKING STEEL- 
install elie gt ko apie LAT CONSTRUCTION, which 
vidence, pany, 2060-80 gtr rong Makes them tough, rugged, long- 
is Columbus, Ohio. ~— wearing — yet resilient enough to 

absorb sharp blows and impacts. 
Affords extra Pp 

theft, sabotage an 


; Savin 
g Ways i 
n D 
In Jey FAR Scores high in attractivenes 
, \ any type of architecture ! 
ROLLING DOO 
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The Elliott 400,000 Ib.-per-hr. 
vertical deaerators at Plant 
Arkwright are mounted on 








units are designed for an oper- 











horizontal storage tanks. The 


ating pressure of 100 Ib. gage. 





LLIOTT DEAERATIC 

















Goes to Work for Plant Ark 
of Georgia Power Co 


This first of three Elliott deaerd 
Georgia Power Company's ne 
Arkwright is giving typical go 
formance — heating feedwate 
saturated temperature of the 
supplied to it, and delivering t 
with zero-oxygen content. Thus 
bines highest possible heating e 





with invaluable protection ¢ 
oxygen corrosion. 








' eel gieed 
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Deaerator and Heater Depa 
JEANNETTE, PA. 

District Offices in Principal 























Atilities Almanack 


9 MARCH 2 


eee Valley Electric Association opens cmereeet. Kansas City, Mo., 1942. 
EEI General Power Conference ends, Chicago, IIl., 42 








ction 








q EEI Annual Sales Conference ends, Chicago, Ill., 1942. 





9 Midwest Power Conference will be held, Chicago, Ill., Apr. 9, 10, 1942. 








a “bond Gas Association wil] hold annual convention, Sioux City, Iowa, Apr. 13-15, 





aes Catia of Public Utilities will hold convention, St. Louis, Mo., Apr. 











{ Nebraska Telephone Association will hold convention, Omaha, Neb., Apr. 14, 15, 1942. 


oy APRIL =e 


{New England Transit Club will hold meeting, Boston, Mass., Apr. 16, 1942. 











q Kansas Telephone Association starts meeting, Topeka, Kan., 1942. 








Q American Transit Association, Bus Division, will hold New England regional con- 
ference, Boston, Mass., Apr. 16, 1942. 





4 Southeastern Electric Exchange will hold annual conference, Edgewater Park, Miss., 
Apr. 16, 17, 1942. 





LA Meters Association of Florida-Georgia will convene, Savannah, Ga., Apr. 19-21, 
942. 





9 Maryland Utilities Association will hold meeting, Baltimore, Md., Apr. 24, 1942. 





G Iowa Independent Telephone Association opens meeting, Des Moines, Iowa, ¢ 
1942. 





{ American Gas Association will hold natural gas convention, New Orleans, La., 1942. 


sree 























397 





‘ . eee . 3 
Courtesy, Section of Fine Arts, Public Buildings Administration, Federal Works Agency 


Dam Building 


Right-hand panel of a mural by William Gropper 
in the new Department of the Interior building, 
Washington, D. C. 
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ave We Power to Do the Job? 


Reports of a power shortage in America have been 

so conflicting as to confuse even experts of the indus- 

try, let alone the layman. Here is an attempt to 
analyze the conflicting points of view. 


By HERBERT M. BRATTER 


[tis an interesting fact that as far 
| as the average civilian citizen is 
F concerned, shortages in things he 
ses or consumes have shown up in al- 
lost every other line before shortages 
ipublic utility service. That was not 
ie way it was supposed to be—accord- 
mg to the pessimistic forecasts of 
ome economic experts. 

More than two years ago we were 
med about a “looming” power 
mortage. It has been looming ever 
ince. More recently we have been 
amned about shortages in gas and tele- 
one service. They have not yet af- 


What has affected the average ci- 


vilian? He can’t buy a new automobile. 
He can’t buy tires to put on his old one. 
He cannot build a new house. He can- 
not repair an old one substantially. He 
cannot get all the sugar he wants, or all 
the fuel oil he wants. He has been 
served definite notice that in months to 
come government restrictions will in- 
terfere more and more with his eating 
habits, his clothing habits, and his liv- 
ing habits. 

So far, this same citizen has never 
had any cause to worry about a failure 
of power or gas or telephone service. 
So far, that record of performance is a 
tribute to the ability of the utility in- 
dustries to keep their wheels turning 
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despite increasing demands and mate- 
rial shortages which have hampered 
them, as well as every other business. 
But it stands to reason that this cannot 
go on indefinitely. The recent an- 
nouncement by William L. Batt, head 
of the materials division of WPB, to 
the effect that aluminum plants are go- 
ing to be built even in the high-cost 
power areas, because the aluminum in- 
dustry has run out of low-cost areas, is 
a clue to what is bound to come 
eventually. 


’ is unfair and perhaps futile to try 
to assess the blame for inadequate 
planning of production capacity on any 
American industry in view of the hec- 
tic circumstances of the past year 
which have caused us to “raise our 
sights” of armament production, mili- 
tary and naval organization and sup- 
ply, time and time again. The sole 
question now is whether we have the 
necessary electric power to do the job 
at all. Can we get through? Can we 
squeak through—with or without ra- 
tioning—with or without vastly ex- 
panded plant construction? 

In short, have we the electric power 
capacity required to carry out the war 
production program? Experts differ. 
C. W. Kellogg, president of the Edison 
Electric Institute, says “Certainly.” 
Chairman Leland Olds of the Federal 
Power Commission and Thomas R. 
Tate, director of its national defense 
power staff, give an equally emphatic 
“No,” 

Which is right? The matter is vital 
to the success of the war. 

In peace time, when we see a short- 
age of power looming, we can plan to 
expand capacity and to interconnect 
different areas. Much expansion is 
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now under way. But today expansi 
has to overcome high hurdles. Pri, 
ties on metals are one of them. ! 
then there’s the 2-ocean Navy, which 
monopolizing our heavy turbine buil 
ers for the next several years, witho 
allowing anything for repairs to day 
aged American and other vessels, 

In any case, there is the urgency ( 
the situation. Enemies do not wait, 
takes years to build hydro plants, T; 
is our biggest hurdle of all. Necessi 
to produce the goods is upon us. 
have the industrial man power. Hay 
we the horsepower as well? 


R. Kellogg, citing on Janua 
22nd a just-completed surve 
stated that * 


All utility power 
houses on December 
31st had a combined 
capacity of 

The peak load de- 
mand on this capacity 
totaled 


Leaving 
surplus of 

To which will be 
added through 
1942 new construction 3,664,000 k 
1943 new construction 2,746,000 k 
1944 new construction 
(probably ) 

Making the total 
margin over present 
demand, to meet war 


expansion by 1944 .. 18,406,000 k 


Thus, Mr. Kellogg says, there is 
margin for expansion of dema 
amounting to half of the Decembe 
1941, rate of demand for “public u 
ity’ power; not counting any add 
tional generating capacity being bu 


1 Data from Edison Electric Institute B 
tin, Jan. 1942, p. 10. 
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by factories for their own use. Fac- 
tories generating their own power pro- 
duced in 1941 two-fifths of all indus- 
trial electric power, an important frac- 
tion; and expansion of industrial 
owned power capacity is also under 
way. 

Moreover, adds Mr. Kellogg, recent 
FPC figures showed about 7,258,000,- 
(00 kilowatt hours of energy were 
onsumed in making government prod- 

“while the total disbursements 
. were $12,- 
...a ratio of six-tenths 


fense expenditures.” On that basis, 


oly 116 to 118 per cent of the 1941 
total, as compared with the above ca- 
pacity-expansion estimates, leaving a 
omfortable margin. 

Mr. Kellogg’s January statement 
onceded that, notwithstanding new 
installations of generating plant, a few 
kealities affected by drought or by ex- 
«sive piling up of defense loads may 


e 


face a limited amount of power ration- 
ing. But he is not alarmed. We may 
assume that Mr. Kellogg counts on 
aid for any such affected areas through 
interconnections with other near-by 
areas, the shifting of loads to reduce 
the pressure at peak hours, and if nec- 
essary the rationing of power during 
tight periods. None of these emer- 
gency measures appears to be included 
in his statistics, which would other- 
wise show an even more comfortable 
outlook. 


s set forth during the testimony of 

Mr. Olds and Mr. Tate before 

the House appropriations subcommit- 

tee on January 9th, and elsewhere, the 
FPC holds that 


Installed capacity 
of public utility gen- 
erating stations on 
December 3lst 
totaled 

While “depend- 
able” capacity of the 
major systems was 
only 

Before Pearl Har- 
bor, based on de- 


36,500,000 kw. 


COMPARISON OF VARIOUS ESTIMATES OF AMERICAN 
POWER CAPACITY 


Mr. Kellogg 
(Jan, 22, 1942) 


48,014 kw. 
50,760 kw. 
53,506 kw. 


FPC 
(Mr. Olds) 
(Jan. 9, 1942) 
Estimated Capacity 


39,756* kw. 
42,708 kw. 


OPM 
(Early Estimate) 
(Dec. 21, 1941) 


WPB 
(Mr. Krug) 
(Jan. 26, 1942) 


55,276® kw. 
57,110" kw. 


58,450 kw. 57,6450 kw. 


Estimated Demand 
39,5814 kw. 


41,067 kw. 


"Dependable capacity. 

Rough estimate. 

*Minimum. 

‘Pre-Pearl Harbor estimate. 
*“No final answer can be given.” 


42,7154 kw. 
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fense spending of 
only $36,000,000 p.a., 
the FPC estimated 
“demand to be 
planned for” as fol- 


33,951,000 kw. 

39,581,000 kw. 

42,715,000 kw. 
But that, due to the 
increased war pro- 
duction plans, critical 
shortages may be ex- 
pected this year in 
various areas, because 
scheduled additions to 

the major 


systems 
will still 


leave the 
maximum “depend- 
able” capacity in 
1942 for the country 
as a whole at only.. 39,756,000 kw. 


And during 1943 at 
42,708,000 kw. 


only 
The total shortage 
in 1942 will be about 2,000,000 kw. 
And in 1943, about 3,500,000 kw. 
In a November speech Chairman 
Olds stated that every dollar of defense 
expenditure requires 2.75 kilowatt 
hours of electrical energy. FPC esti- 
mates that, by 1943, the Axis will 
command 200,000,000,000 kilowatt 
hours of electric power a year, as com- 
pared with the United States’ 140,- 
000,000,000 kilowatt hours in 1940. 


I a January 26th speech, J. A. Krug, 
chief of the WPB Power Branch, 
gave the following capaeity figures 
which are reported to include in- 
dustrial power plant and central station 
capacity : 
There was in January 
available for serv- 
ice effective power 
capacity exceeding 51,000,000 kw. 
There is under con- 
struction another.. 10,000,000 kw. 


In 1942 capacity will 
reach about 54,200,000 kw. 
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That of 1943 will 

reach 

While by 1944, not 

counting a num- 
ber of very impor- 
tant projects re- 
cently authorized, 
we should reach.. 58,450,000 kw. 

Despite these figures Mr. Krug be- 
lieves that “stringent limitation meas- 
ures will. be necessary in many stra- 
tegic war production areas.” 

(A somewhat different estimate 
based on earlier data had been released 
December 21st by OPM, which later 
became WPB.) 

Bringing these various estimates to- 
gether, we find the results shown in the 
table outlined on page 401. 


57,200,000 kw. 


HE FPC and Kellogg figures are 
not strictly comparable. FPC ex- 
plains that its data purposely look at 


the dark side of the picture. Whereas 
the Kellogg “capacity” figures are 
based upon an average capacity, those 
of FPC for “dependable capacity” are 
based upon the lowest water year of 


record. “Net assured capacity” the 
FPC considers to be that capacity, be- 
low the dependable capacity, which al- 
lows for time out in removing and 
overhauling broken-down or impaired 
equipment. 

The estimates of the WPB include 
industrial-owned capacity, which the 
other estimates do not. The difference 
between the WPB estimates and the 
previous month’s OPM estimates are 
explained as due to setbacks in con- 
struction programs. 

Mr. Kellogg’s estimates and those 
of the FPC bear out their respective, 
opposing conclusions—that there wil 
be or that there won’t be enough power 
capacity. The WPB, in turn, while 
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Expansion the Crux 


“T= crux of the conflict between the government's views and 
those of Mr. Kellogg would seem to lie in the industry's capacity 
to handle the greatly expanded volume of business the war requires.” 





for reasons of national safety present- 
ing no general figures on future de- 
mand for power, claims that “‘it is now 
dear that . . . the shortage will not be 
overcome by the time the victory pro- 
gram reaches its peak.” WPB does 
present a few estimates indicating 
shortages to come in some particular 
areas, but no over-all statistics. 


M® Olds in November, using only 
pre-Pearl Harbor defense-pro- 
duction plans, stated that 


(1) Aluminum and magnesium 
alone would need 20,000,000 kilowatt 
hours, or as much as one-seventh of 
our total 1940 use of electricity? 

(2) The power situation was al- 
ready becoming tight in at least half 
of the 48 power supply areas, in many 
of which “it will be necessary to cut 
into minimum reserves.” 


*The 1940 sale of electricity by Class A and 
Class B electric utilities was 138,190,000,000 
kilowatt hours, or, eliminating sales to other 
dlectric utilities and interdepartmental, 107,- 
510,000,000 kilowatt hours. Mr. Kellogg, as 
quoted above, states that two-fifths of all in- 
dustrial power was (in 1941) generated by in- 
dustrial consumers thereof. Such power is not 
included in the statistics given in this footnote. 


I 
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(3) In 32 of the 48 areas, net as- 
sured capacity will “be insufficient to 
carry the estimated peak loads” by the 
end of 1942. 

(4) In 14 of these areas by the end 
of 1942 a certain amount of curtail- 
ment may be necessary, unless fur- 
ther regional pooling becomes pos- 
sible, the entire region east of the Mis- 
sissippi—with the exception of the 
New York metropolitan area—being 
in this category. 

(5) By 1943, curtailment of non- 
defense loads will be necessary in va- 
rious areas. In Mr. Olds’ list are, e.g., 
upstate New York, after allowance of 
120,000 kilowatts from the metropoli- 
tan area, 55 per cent; Commonwealth 
& Southern southeastern areas, 50 per 
cent; Pacific Gas and Electric area, 40 
per cent; southern California area, 16 
per cent; etc. 

(6) Curtailment should not be re- 
lied on too heavily to carry defense 
loads, because the switch to synthetics 
will call for more electric power. 

(7) Droughts, breakdown of old 
equipment, interruption of fuel sup- 
plies, and sabotage are other contin- 
gencies which should be allowed for. 


N his testimony before the House 
appropriations subcommittee, Mr. 
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Olds stated that each region and area 
must be viewed by itself, “because 
there is no interconnection of sufficient 
capacity between regions so that you 
can use power interchangeably . . .” 

Although Mr. Olds cautions that 
curtailment should not be relied on too 
heavily, the FPC’s estimates of power 
demand in 1942 and 1943 assume that 
approximately half the power that is 
to be available for war production will 
come through curtailment or displace- 
ment of normal uses.’ Rationing will 
be necessary and will be resorted to, 
Mr. Olds testified.* In other words, 
although the capacity estimates of FPC 
are admittedly conservative, its esti- 
mates of demand make allowance for 
considerable diversion to war work. 

Although Mr. Olds has thus given 
consideration to this factor of conver- 
sion of demand from civilian to mili- 
tary productive operations, it is a fair 
question whether he anticipated the 
considerable amount of such diversion 
which will actually take place. Of 
course, it was recognized on all sides 
that the war demand for electricity was 
not to be superimposed entirely on top 
of normal industrial operation. As al- 
ready stated, Mr. Olds recognized and 
attempted to make allowance for a 
changeover of, let us say, a textile plant 
from the making of civilian items to the 
manufacture of military items. The 
machinery would probably not con- 
sume any more power, unit for unit, in 
the second place than it did in the first 
place although it probably would work 
more steadily shift for shift. 


uT has sufficient allowance been 
made for the drastic and some- 


8 Hearings, p. 1078. 
4 Tbid., p. 1080. 
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what unexpected conversion which js 
now being, or is about to be, forced 
upon so many industrial lines? The 
radio manufacturing business has been 
told to convert to war work 100 per 
cent or get out of business. Most are 
already converted. Manufacture of me- 
chanical refrigeration has been given 
its Stop Work notice. And how about 
the additional electricity which these 
refrigerators and other electrical appli- 
ances would have burned if they had 
been made? The automotive industry, 
the tool-making industry, and other 
special lines have already been convert. 
ed 100 per cent. Others will follow. 

In other words, it is no longer a 
question of a particular plant changing 
over here and there from civilian to 
war work. It is a question of entire in- 
dustries being shoved over into war 
work with no other alternative but to 
shut down entirely. Since many of us 
did not expect such things a few months 
ago, the question naturally arises 
whether advance estimates for electric 
power capacity could have taken full 
account of such complete compulsory 
conversion for entire industries—the 
absolute termination of the entire civil- 
ian operation of such major industries. 

Altogether, the FPC presents a 
pretty persuasive case for its pessi- 
mism, even when one allows for the 
fact that Chairman Olds has long cam- 
paigned for expansion of publicly 
owned power systems and must inevita- 
bly view the present as an occasion for 
advancing that cause. 

Conversely, we have to remember 
that Mr. Kellogg speaks from the ranks 
of the industry, and that the wish is 
often father to the thought. 

The WPB’s views we may regard as 
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HAVE WE POWER TO DO THE JOB? 


being pretty well divorced from either 
the public ownership or the private 
ownership school of thought. WPB’s 
job is to enable us to win the war. 

Mr. Krug believes that power short- 
ages in many areas will by 1943 re- 
quire drastic steps, both in peak months 
and throughout the year. The main 
war production centers are where the 
difficulties may be expected: East of 
the Mississippi, and in the aluminum 
and magnesium producing centers 
elsewhere. 


M r. Kellogg’s more optimistic 
position, notwithstanding the 
admission that a few areas may experi- 
ence shortages, considers the country 
very much as a single power unit. If 
dectricity could be transmitted from 
one end of the country to the other, 
Mr. Kellogg’s general optimism might 
be accepted unless the “sights” are 
again raised. It is true that power 
may be pooled or relayed, and so in ef- 
fect transmitted long distances. But it 
is objected by Mr. Krug and Mr. Olds 
that adequate transmission connections 
for such relays are not available 
throughout the country, nor is priority 
for their construction to be taken for 
granted. 

The crux of the conflict between the 
government’s views and those of Mr. 
Kellogg would seem to lie in the in- 
dustry’s capacity to handle the greatly 


e 


exparided volume of business the war 
requires. 

What is of supreme importance in 
the war effort is time. Since a power 
bottleneck or breakdown may be of 
vital importance if, for example, it de- 
lays the aircraft program at some 
crucial stage in the war, it is highly im- 
portant that in so far as possible each 
power area seek to be self-sufficient 
and possessed of reserves for unfore- 
seeable contingencies. Judging by the 
way the defense program has expanded 
since 1940, and by the course of the 
war since Pearl Harbor, it would be 
wiser to prepare too much capacity 
rather than too little. 

Even if we see a threat to private 
ownership of utilities in the war ex- 
pansion program, if the alternative is 
to seriously weaken the nation’s war 
potential, the risk is worth while. In- 
deed, there is no real alternative. War- 
fare today depends upon industrial 
power, which in turn depends upon 
electric power, not merely on numbers 
of men in uniform. Four hundred mil- 
lion Chinese cannot expel the indus- 
trialized Japanese with their bare 
hands. 


A’ curtailment and rationing of elec- 
tric power becomes necessary, it 
will be done by the WPB. 

When the southeastern power short- 
age developed in May, 1941, the gov- 


“DOMESTIC consumers are actually subject to involuntary 
limitation in the use of power, in that household electrical 
appliances will become difficult to keep in repair, while new 
refrigerators, ranges, washing and ironing machines, vac- 
uum cleaners, and the like, due to the shortage of raw mate- 


rials, are becoming scarce.” 
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ernment appealed to consumers to con- 
serve electricity. In October the OPM 
issued Limitation Order L-16 which 
enjoined any consumer in the affected 
area from purchasing electric power in 
excess of such consumer’s weekly 
quota, and enjoined utilities from de- 
livering power in excess of such con- 
sumers’ quotas. Order L-16 prohibited 
nonessential uses of electric power dur- 
ing any peak periods which might be 
designated by the Director of Priori- 
ties, and ordered the codperation of the 
utilities to that end. 

Prohibited uses included: sign, 
show-window, outline and ornamental, 
decorative, advertising, outdoor, flood 
and field lighting for amusement or 
sports. Exceptions were made where 
public safety or defense property pro- 
tection was concerned. 

Industrial curtailment requested by 
power companies in Mississippi, Ala- 
bama, and Georgia in May and June of 
1941 called for a one-third curtailment 
between 6 a.m. and 10 p.m. on Monday 
through Friday, and 6 A.M. to noon on 
Saturday. Mills obtained full produc- 
tion by scheduling additional shifts 
nights and week-ends, thereby cutting 
day loads 10 per cent. 

No percentage curtailment of indus- 
trial operations proved necessary under 
OPM Limitation Order L-16 as the ad- 
ditional energy brought into the area 
by mandatory “power pooling” and the 
reduction in load which resulted from 
the so-called “blackout” permitted de- 
ferment of the percentage cuts on in- 
dustries until heavy winter rains im- 
proved stream flow conditions. 


HILE economies in domestic and 
advertising uses of electricity are 
not to be overlooked, it should be re- 
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membered that the principal relief is to 
be sought in the industrial and com. 
mercial fields. There are still a good 
number of one-shift industries which 
can be moved off the peak. Two-shift 
industries can be similarly “te. 
arranged,” so that the peak hours of 
demand for electricity are straddled, 
In 3-shift industries, an enforced slow- 
down in peak hours may save from 5 
to 8 per cent. 

Furnace loads can be dropped entire- 
ly during peak hours, and picked up 
again before a danger point is reached, 
Cutting off of commercial air condi- 
tioning is another possible peak-hour 
economy. Mandatory rationing is un- 
likely to be applied to domestic users, 
but in any areas where power becomes 
short, codperation of domestic consum- 
ers will be sought. 

Domestic consumers are actually 
subject to involuntary limitation in the 
use of power, in that household elec- 
trical appliances will become difficult to 
keep in repair, while new refrigerators, 
ranges, washing and ironing machines, 
vacuum cleaners, and the like, due to 
the shortage of raw materials, are be- 
coming scarce. Even in the field of 
household illumination, metal floor 
lamps and tungsten-filament bulbs 
are on the list of restricted manu- 
facture. 

Another factor theoretically helping 
to determine the degree of power short- 
age in the next few years is the growth 
of new households. Home construc- 
tion in defense areas has been very ac- 
tive; but elsewhere it has come to 4 
standstill for lack of materials. One 
may therefore expect a diminution in 
the rate of growth in this field, as 
families double up and newlyweds re- 
main with their parents. 
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The Need for Power and Public Ownership 


74 K”™ if we see a threat to private ownership of utilities in the war 

expansion program, tf the alternative is to seriously weaken the 

nation’s war potential, the risk is worth while. Indeed, there is no real 

alternative. Warfare today depends upon industrial power, which in 

turn depends upon electric power, not merely on numbers of men in 
uniform.” 





Revealing the effects of the war on 
the normal growth of the number of 
families are the following Commerce 
Department early-January estimates of 
1942 nonfarm residential building, as 
compared with the two previous years: 


(In Millions of Dollars) 
Description 1940 1941 
Private 2,472 2,800 
207 500 

2,679 3,300 


1942 
1,200 

600 
1,800 


f Rex percentage breakdown of 1940 
electric energy sales of privately 
owned Class A and Class B electric 
utilities does not indicate that very 
much of the needed war expansion for 
industry can be accommodated by re- 
duction in residential uses, even though 
such a reduction may be necessary and 
very helpful in various areas. In 1940, 
the FPC reports, “residential or do- 
mestic” sales constituted but 13.7 per 
cent of total kilowatt-hour sales, in- 
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cluding sales to “other electric utili- 
ties” and “interdepartmental.” Elimi- 
nating the latter two categories from 
the 1940 figures, “residential or do- 
mestic” sales comprised 17.6 per cent 
of total sales. 

“War time,” the advancing of the 
clock, saves electricity by reducing the 
peak load, which generally occurs in the 
early evening when residential and 
commercial demand overlap. Further 
economies from this device are not 
feasible. 

Another, and unwelcome, source of 
economy of power which cannot easily 
be estimated statistically is the effect of 
blackouts on consumption. Should this 
country experience an air raid on one 
of the large cities, blackouts may well 
become the rule in exposed areas, with 
attendant shrinkage in consumption of 
power for illumination, subway and 
street-car movements, etc. 
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Should it become necessary to ration 
domestic consumers, a major problem 
of enforcement might have to be faced, 
unless the public codperated. How 
could domestic rationing be enforced? 

Theoretically, consumers might be 
limited to a quota, based on the size of 
the house, or on the average electric 
bill during the corresponding month of 
a previous year—but this would entail 


an enormous amount of record search- 
ing. 

A use tax might be levied on certain 
electrical appliances, but there is no 
record of where such appliances are. 

A progressive tax might be levied 
on the household light bill. 


Nesom the foregoing, it appears to 
this writer that the following con- 
clusions are reasonable: 


(1) In general, barring droughts or 
unpredictable breakdowns, the power 
outlook for 1942 is favorable. 

(2) The enormous size of our de- 
fense production schedule and the dire 
military urgency for speedy produc- 


tion indicate difficulties in 1943 and 
afterwards, if not this year. There will 
be power enough for war production, 
but not for unrestricted civilian use. 

(3) There is nothing to indicate that 
the war will not carry on for several 
years, and it is therefore only common 
sense to make every possible prepara- 
tion for a sustained and maximum ef- 
fort. This implies the advisability of 
starting essential power plants and es- 
sential connection lines, even though 
they will take several years to com- 
plete. In doing so, however, the ratio 
of materials consumed to productivity 
attained must be considered in de- 
termining what is “essential.” 

(4) We would be extremely negli- 
gent if we made no allowances for 
enemy damage to some of our present 
installations and connections by sabo- 
tage or bombing during the course of 
the war. 

(5) Curtailment and consumer ra- 
tioning by the WPB are to be expected 
as and where shortages occur, and co- 
Operation of the utilities in enforce- 
ment will be expected. 

(6) The outstanding lesson of this 
war since 1939 may be summarized in 
a warning: “Expect the unexpected! 
Be prepared !” 





ee 


Dam As Tourist Lure 


NGINEERS planning the Central Valley project took into consideration 
that Shasta dam, the world’s second largest dam, would be a major 


tourist attraction. 


Care was taken in excavation for cable towers on the east bank to 
provide a parking area as large as a city block for the many sight-seers 
who came to watch the construction work. 

A road branches off the main construction road and descends down 
the Sacramento river canyon to the parking place. A concrete plat- 
form was built to cover much of the area, but sections are open to 
the public and accommodate many automobiles. 
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War Damage and Insurance 


Some of the vital problems which may arise as the 

result of enemy attack and the injury and destruc- 

tion of property. Protection of utilities. The 
English experiences. 


By T. N. SANDIFER 


N the national capital, and doubt- 
| less in other cities of the country, 

armed sentries from the Army or 
other uniformed forces of the United 
States patrol in front of the local tele- 
phone company offices and certain 
other utilities, public or private. 

As evidence of the high strategic 
importance of such organizations, and 
their vital relationship to the existence 
of each community, this is testimonial 
enough—as protection, however, it is 
only a starter. Hence, it is not surpris- 
ing that the United States government 
felt compelled, almost immediately 
after the alarms that followed the 
bombing of Pearl Harbor, to put in ef- 
fet a blanket insurance program 
through the Reconstruction Finance 
Corporation, designed to reassure 
property owners in threatened areas. 

This initial program has now been 
formally incorporated in legislation 
which has been considered by both 
House and Senate committees, and 
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has been favorably reported to the 
House for action. It is to be expected 
that substantially as the House re- 
ported it, this bill will become law. It 
behooves utility executives, therefore, 
to consider where their installations 
and operations stand in relation to the 
bill and the plans for its operation after 
it becomes law. As it stands it is, in 
very general terms, leaving to Secre- 
tary of Commerce Jesse Jones, who 
also administers the RFC, the widest 
latitude in formulating actual policies 
for insuring private property against 
damage from enemy attack, after he 
begins to administer its terms. 

Less than a week after Pearl Har- 
bor, Mr. Jones announced that with 
approval of the President the RFC had 
created a War Insurance Corporation 
with $100,000,000 capital to “provide 
reasonable protection against losses re- 
sulting from enemy attacks” which 
may be sustained -by owners of prop- 
erty in the continental United States, 
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through damage to, or destruction to, 
buildings, structures, and personal 
property, among other things. For the 
time being no premium was to be 
charged. Subsequently he extended this 
blanket protection to “property own- 
ers” in Alaska, Hawaii, the Philip- 
pines, Puerto Rico, and the Virgin 
Islands. 

Pointing to his press release an- 
nouncing this action, he later told the 
House Banking and Currency Com- 
mittee, “This press release is an insur- 
ance policy.” 


HE bill, S. 2198, authorizes Mr. 

Jones to establish a War Damage 
Corporation, and instead of the initial 
$100,000,000 with which to finance 
its operations as such, the corporation 
is given $1,000,000,000, with tacit per- 
mission to Mr. Jones to come in for 
more when it is needed. A number of 
questions of its application to utilities 
at once suggest themselves. 

First, utilities are of such prime im- 
portance in every community that they 
are the first targets for bombing at- 
tacks, or in the event of attacks from 
the sea, of bombardment. Even before 
the danger of such attacks arise, how- 
ever, there is the threat of sabotage, 
and today no targets are more in dan- 
ger from this source than the telephone 
systems, water power, gas, and electric 
installations in every city, whether in- 
land or on the seaboard. 

Another question arises in studying 
the total amount made available to the 
War Damage Corporation—a billion 
dollars. As Senator Danaher, of Con- 
necticut, and naturally insurance- 
minded, pointed out, “Suppose there 
were some gasoline companies that had 
storage tanks on the Pacific coast, ob- 
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viously open to attack at any time, | 
assume that many such gasoline and 
oil storage places are worth, let us say, 
$10,000,000. A successful attack on 
one of them, wiping it out, would lead 
to a reimbursement of the full sum of 
$10,000,000. Is that your plan?” 

To which Mr. Jones replied that the 
percentage to be repaid had not been 
determined. In other words, as respects 
utilities, how much in general could a 
system expect to have available for im- 
mediate replacement of destroyed in- 
stallations? Such action would be ur- 
gent and, in certain instances, beyond 
the immediate resources of a company. 
How much could be counted on? 


eee are utilities to be allowed 
to benefit at all from this program? 
This would seem to be the first ques- 
tion to try to answer. While discussions 
were proceeding on the scope of the 
bill the issue was raised by spokesmen 
for municipal organizations, among 
them Roy H. Owsley, assistant direc- 
tor of the American Municipal Asso- 
ciation, who expressed concern during 
hearings on the fact that “neither the 
provisions of the bill nor the pro- 
nouncements of the officers of the 
RFC indicate as yet that there is any 
definite decision to provide coverage 
for municipal properties,” which he 
later interpreted to include municipally 
owned utilities. 

Later, discussing this point, Mr. 
Jones said : “In the various talks I have 
had with the President about it we 
have reached no final conclusion as to 
whether we ought to insure court- 
houses, city halls, properties of oil com- 
panies, airplane factories, or things of 
that sort, without a premium.” 

This can be classed as a contingent 
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attitude; in short, various properties 
might be included though not specifi- 
cally mentioned in the various pro- 
posals, after paying a suitable premium. 


5 Bes introduces still another ques- 
tion, as to whether a premium is 
to be universally charged, or only for 
certain types of protection and, if so, 
who is to pay it. Before going into 
this matter, however, a broad thesis 
for utility participation in the bene- 
fits of the program can be developed 
from the following statement by 
Stewart P. Hopps, a Rhode Island in- 
surance executive, who was instru- 
mental in broadening the plan: 

“T do not think there is any dispute 
among underwriters —I have never 
heard of any,” he observed, “in argu- 
ing what is most susceptible to war 
risk. The history of this and past wars 
has proven that areas adjacent to 
waterworks or railroad terminals are 
most susceptible, particularly great oil 
refineries, great utility works, and great 
railroads; as, for example, on our Pa- 
cific coast the Standard Oil Company 
of California, the Pacific Gas and 
Electric Company, and the Southern 
Pacific Railway. Each of those great 
concerns has over a billion dollars of 
property value ; in other words, the full 
amount of the original sum asked from 
Congress.” 


Rr™ this quotation by an expert 
the following points can be enu- 
merated, each bearing on the need of in- 
cluding utilities as a primary class of 
beneficiaries : 

First, as subject to the greatest risks. 
The presence of armed soldiers, re- 
ferred to at the beginning of this, 
would seem to be sufficient acknowl- 
edgment of this point. 

Second, as to value of capital prop- 
erties involved. It was freely admitted 
by such insurance men as discussed the 
program with members of the House 
and Senate that no private companies 
were in a position to assume, unaided, 
the type of risks involved in the pres- 
ent war on such properties. 

Some companies had written in 
peace-time policies for limited amounts 
on various categories of private or pub- 
lic property against damage by “bom- 
bardment or war,” but insurance men 
pointed out this was before any war 
had occurred; and as various propo- 
nents of the current plan have said, 
“This is a different kind of war—an 
aerial war.” 

In other words, not only are most 
private insurance companies not in the 
same position as the government to as- 
sume abnormal risks such as warfare 
on the present scale entails, but costs 
for some properties might be prohibi- 
tive. Translating the item of cost into 


nity that they are the first targets for bombing attacks, or in 


q “|... utilities are of such prime importance in every commu- 


the event of attacks from the sea, of bombardment. Even 
before the danger of such attacks arises, however, there ts 
the threat of sabotage, and today no targets are more in 
danger from this source than the telephone systems, water 
power, gas, and electric mstallations in every city, whether 


inland or on the seaboard.” 
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terms of public interest for a moment, 
in the case of utilities which might be 
called on to pay emergency premiums, 
not only would the high cost of such 
protection almost arbitrarily have to be 
passed on to the consumer public, but it 
is doubtful if the utilities concerned 
could of themselves provide such pro- 
tection as would be needed. 


O N this point reference is made to 
the British experience. The type 
of financial protection under discus- 
sion here is not primarily with the in- 
terests of stockholders in mind—it con- 
templates the possibility that a private 
utility, a street car service, an electric 
light or gas company will have to re- 
store water mains, street car tracks, 
electric cables, or whole buildings to 
contain vital installations, immediate- 
ly after a bombing attack or, more like- 
ly, an extensive piece of nighttime 
sabotage. Perhaps the same company 
will be forced to such a duty—it would 
be an obligatory matter—not just once, 
but several times. On this basis, it can 
readily be argued, as both British and 
American proponents of governmental 
protection have argued, that the burden 
belongs “‘on the broadest back” and in 
both countries there was unanimity as 
to whose back was meant, the commu- 
nity’s or, in other words, the public’s. 
Such has been British experience, and 
such was the British conclusion as to 
the answer. 

It has been brought out in connec- 
tion with consideration of the current 
program of government war-damage 
protection that the total resources of 
the stock fire insurance companies of 
the United States as of the end of last 
year were just under one billion and a 
half dollars. This is less than $500,- 
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000,000 more than the initial author- 
ization by Congress for the govern- 
ment’s corporation. As stated else- 
where here, there are individual utili- 
ties in various sections of the country 
whose properties exceed a billion dol- 
lars’ value. Numerous smaller units, 
whose tangible installations would be 
vital to community life, would require 
substantial parts of such a sum to re- 
store these properties for public serv- 
ice if suddenly obliterated. 


hy other words, if utilities were to 
be eventually excluded from re- 
course to this fund in event of damage 
from war action, to whom would they 
apply ? 

If, as municipal authorities claimed 
in behalf of municipal utilities or other 
publicly owned properties, municipal 
governments would experience diff- 
culty, or might find it impossible, to 
assume the cost of repairing or replac- 
ing such properties, what would be the 
plight of the private utility, which can- 
not vote a public bond issue based on 
higher taxes, or otherwise suddenly 
meet major capital costs ? Even in time 
of peace, it was recalled, all except the 
very largest municipalities have found 
it not feasible to operate a system of 
self-insurance. With the break-up of 
large utility holdings, as required by 
law, this would seem to rule out the 
average private utility and, at the same 
time, makes no unfavorable compari- 
son as to private or municipal owner- 
ship—the two are in the same boat 
here. 

This is not to claim that losses by 
enemy attack will inevitably be of such 
proportions. The surprise bombing of 
Honolulu, almost unopposed as it was, 
was reported by the Hawaiian delegate, 
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Total Resources of Stock Fire Insurance Companies 


“7 has been brought out in connection with consideration of the cur- 

rent program of government war-damage protection that the total 

resources of the stock fire insurance companies of the United States as 

of the end of last year were just under one billion and a half dollars. 

This is less than $500,000,000 more than the initial authorization by 
Congress for the government's corporation.” 





Samuel W. King, as having done prob- 
ably less than $100,000 damage to pri- 
vate property of all types. 


TATISTICS prepared by the English 
Board of Trade showed that in 
the downtown district of London, the 
so-called “city” which was most per- 
sistently bombed and burned worst be- 
cause of large slum areas, losses were 
approximately 12 per cent of total 
values and, in all of the British Em- 
pire, the total amount of claims filed in 
preliminary action so far has been 
slightly more than $800,000,000. 

By comparison, the loss by fire and 
earthquake in the San Francisco catas- 
trophe, while perhaps not a parallel 
case because it occurred in a different 
era, was 44.2 per cent of the total prop- 
erties insured, or four times the com- 
bined total destruction of bombing 
raids over Britain, in terms of prop- 
erty loss. 

However, regardless of losses which 
might occur to American companies of 
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various kinds, and to American citizens 
as individuals, there is evident intent 
on the part of the government that 
such potential liabilities shall be cov- 
ered by the new corporation. It is fur- 
ther manifest that such property own- 
ers are to be assured in advance of such 
protection, as has been done in fact, 
and to avoid a recurrence of such 
haunting appeals as the French spolia- 
tion claims. It will be recalled that in 
an earlier day losses to American prop- 
erty led to claims upon this govern- 
ment last reported at about $1,500,- 
000, and that for 120 years, first the 
original claimants, and their descend- 
ants for generations, have sought 
vainly for settlement. 


HE government having estab- 

lished its broad policy in the mat- 
ter, the questions to be determined as 
this appears, and as future events 
bring them up, are largely those of 
detail, but some very important de- 
tails. As the legislation stands its ap- 
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plication will be shaped almost entire- 
ly by such decisions on policy as may 
be made by Mr. Jones primarily, and 
by authorities of the corporation. 
There is again the question as to 
just who is covered, or whether, spe- 
cifically, if utilities among others are 
covered. This may be answered before 
the article here appears, and at pres- 
ent there would seem to be little room 
for dispute on the point. Insurance men 
testified to the willingness of utilities, 
among large concerns, to pay for in- 
surance, but stressed again the inade- 
quacy of private resources unaided by 
public support in certain contingencies. 
Utilities include not only the every- 
day facilities of towns and cities, such 
as street transportation, electric and gas 
services, telephone systems, lights, but 
power supplies to defense plants mak- 
ing aluminum, making steel, chemicals, 
to complicated railroad terminals, 
cross-country rail transportation, vital 
for war supplies or troop movements, 
as well as for carrying mails and or- 
dinary passengers or freight. These 
facilities have to be maintained in oper- 
ation, but the means of doing so just 
cannot be pulled out of anybody’s hat. 


rer first that an air raid oc- 
curs, it will, by nature of this 
country’s situation, be localized in all 
probability. This means that the enemy 
will seek some outstanding target area 
on one or another coast. Any resulting 
damage, therefore, will likely be con- 
centrated, and because utility systems 
tend to serve a given area in each case, 
this implies that destruction will be felt 
probably by some one system, or group 
of systems—rail, telephone, lights, 
power, or gas. Perhaps such bombing 
will get the installations of a single 
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gas company, or the tracks, buildings, 
and other equipment of a single ter. 
minal. The entire property damage of 
such a raid might be concentrated on 
one private business, accordingly. 
This business, a public utility, would 
have no choice about immediate res- 
toration of all functions. 

This brings in another phase of the 
broad problem—utilities are admitted- 
ly under compulsion to restore, with all 
possible urgency, any of their facilities 
that may be knocked out; assuming 
they benefit by coverage in the War 
Damage Corporation, and that for 
such coverage there is a premium, 
should the utility company, big or lit- 
tle, pay all of the premium? 


N first glance the obvious answer 
would be “No.” However, a curi- 
ous insular sentiment has appeared on 
the whole subject of premium pay- 
ments. An inland Senator summed up 
this viewpoint, for his colleagues at 
least, when he remarked that people 
of some inland states might not want 
insurance, although he expressed his 
own view that it is a national obliga- 
tion. From other sections have come 
such sentiments as this: That commu- 
nities which for one or another reason 
are not engaged in war industries 
should logically not be expected to con- 
cern themselves with the ones which 
were more fortunate in this respect. 
The answer to these arguments, of 
course, is that a community in the ex- 
act geographical center of the United 
States can be very seriously inconven- 
ienced, at the least, by the sabotage of 
its cooking and heating facilities, the 
cutting of its telephone communica- 
tions, the blowing up of a vital rail- 
road bridge, or some such activity. 
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Troop trains pass everywhere. Sabo- 
tage can occur anywhere. 

Mr. Jones, who administers the pre- 
liminary arrangements and doubtless 
will continue to supervise the broad 
operations of the War Damage Cor- 
poration when it gets into swing, has 
indicated the general trend of his opin- 
ions on this and other matters which 
he may be expected, as time goes on, 
to transform into definite policies. 


B Basra: solely in terms of bomb 
insurance, he has conceded at one 
time or another that it may be difficult 
to sell the idea to a farmer in 
Nebraska, a man in Iowa or Kansas, 
and that we probably cannot have com- 
pulsory insurance in this country as 
England has. He believes such insur- 
ance should be carried by the govern- 
ment for a class of beneficiaries not 
stipulated by groups or in too much 
detail as yet, but broadly indicated and 
“perhaps largely at government ex- 
pense,” as he said. 

As the bill went to Congress the 
corporation would have latitude to 
work with private insurance com- 
panies, either through reinsurance fea- 
tures by which perhaps private com- 
panies might assume a part of the risk, 
with government backing, or in some 
other manner. There has been some di- 
vided opinion apparently among insur- 
ance people on this particular phase, 


with Mr. Jones having gained an im- 
pression at one time that private com- 
panies did not feel equal to such an 
undertaking or, at least, not without 
unduly high premium charges. How- 
ever, other spokesmen argued for a 
reinsurance provision on the ground 
that, given sufficient time to build up 
a premium reserve, such a procedure 
might be practicable, but as one man 
expressed it, “We do need the crutch 
of a government fund because of the 
sudden impact on the business and the 
impossibility of proper reserves on 
something that has come to you all at 
once.” 


nN obvious complication would be 
the difficulty of charging premi- 
ums with private companies engaged 
in a part of the insuring. In England, 
where, as pointed out, a compulsory 
insurance scheme is in effect, it was 
found necessary to change the insur- 
ance laws in some respects, and the 
American authorities concerned have 
studied those changes as well as other 
features of the English experience. At 
this writing it had not been settled if 
the United States would charge a pre- 
mium or, if so, would charge certain 
categories of beneficiaries a premium 
and not charge others; or how much 
it would charge. 

The strictly public character of serv- 
ices rendered by utilities would seem 


e 


showed that in the downtown district of London, the so- 


q “Statistics prepared by the English Board of Trade 


called ‘city’ which was most persistently bombed and burned 
worst because of large slum areas, losses were approxt- 
mately 12 per cent of total values and, in all of the British 
Empire, the total amount of claims filed in preliminary ac- 
tion so far has been slightly more than $800,000,000.” 
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to warrant either the omission of pre- 
miums altogether or, if premiums were 
levied, some system whereby these 
might be graduated according to the 
degree of responsibility for public serv- 
ice the utility assumed. For instance, 
in a preponderant number of Ameri- 
can communities today utilities are en- 
gaged primarily in war service, either 
through supplying light, telephone, 
transportation, and other services to 
camps or military or naval areas, or 
in the case of railroads, in hauling 
military personnel and goods. All poli- 
cies, so to speak, under this program, 
are based on the assumption of risk 
for enemy-inflicted damage. 


N this basis, it was pointed out 

during consideration of the plan, 
it might be argued that the govern- 
ment could even demand that such 
companies, or other parties with a pub- 
lic interest, be insured to protect the 
government’s own interest. Apart 
from World War Government War 
Risk Insurance, it is recognized that 
the contemplated operations are a new 
field with, as yet, undetermined impli- 
cations for the future. The ultimate 
liability the government is undertak- 
ing is likewise speculative. However, 
it has been frequently said that this is 
not a war of costs. 

Assuming first that a premium is 
to be charged, the English precedent 
on this is pertinent. Under British pro- 
cedure, all utilities contribute propor- 
tionately to a central fund which is 
matched by the government, and such 
fund is available to any utility for re- 
pair of war damage. 

Based on twenty-five months of war 
experience, including the blitz period, 
the British government named a rate 
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of 14 per cent from all its citizens, 
This rate has proven sufficient to 
cover all property damage through the 
very heart of blitzed areas, with 15 
per cent margin for expenses and a 35 
per cent surplus to take care of certain 
free insurance provisions. 


e ‘HE vastly different geography of 
this country, in relation to possi- 


ble bombing, would suggest a lower 
premium rate, if any is charged ; how- 
ever, the liability to sabotage is in- 
finitely greater in the United States 
because of the mixed character of the 
population. On this point, the Pacific 
coast area with its large Japanese popu- 
lation is illustrative. 

The law, unless changed as it was 
considered by: Congress, referred to 
damage “from enemy attack” as has 
been mentioned. Here, again, some in- 
terpretation can be expected from the 
corporation authorities as time goes 
on. 

What is an “enemy attack”’? 

Doubtless this will be construed to 
cover at least some forms of sabo- 
tage. 

Mr. Jones had not decided, at this 
writing, how much coverage the gov- 
ernment would assume; 100 per cent, 
65, 70, or 80 per cent, on such prop- 
erty as may be included in the insur- 
ance ultimately. Closely tied to this 
question, also, is how the damage that 
occurs will be measured. 

The corporation has latitude under 
the law in its present form, which may 
be amended before this is in print, to 
utilize the experience of regular insur- 
ance company adjusters. There is every 
indication that these will be called in 
to determine damage, and_ indicate 
what amounts should be payable. 
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ISCUSSING angles of this proce- 

dure, Mr. Jones has remarked: 
“If such a plant should be bombed [ Pa- 
tific coast gasoline company] it would 
gem reasonable to assume that the 
government should assume the loss. 
But when you come to towns and cities 
where bombing would be concentrated, 
they might bomb a building that was 
insured for $10,000 and it would not 
be worth $2,000 because of obsoles- 
cence. It would not be our thought that 
we should pay the total $10,000 for 
that building that had been obsolete 
for twenty years. And yet the owner 
might have it fully insured. He might, 
for instance, show reproduction value.”’ 


Mr. Jones indicated he has con- 
sidered such questions as requiring a 
premium on the amount that the prop- 
erty owner himself insured and paid 
for or, as stated, just assuming a fixed 
percentage, to be decided later, of the 
value or the loss. A point to be con- 
sidered here, and it has been recog- 
nized, is what would be a fair propor- 
tion for the government to assume and, 
on this point, contemplating the rela- 
tionship of utilities to war efforts as 
well as community dependence now, 
a strong argument can be made for 
utilities, both as participating bene- 
ficiaries at a minimum cost and for 
maximum coverage. 





Concentration of Power 


“ry a time of rise and establishment of absolutism all over 
the world, in a time when the bigness of everything and 
the economic unification of the land continually add to the 
power of the central as against the local government and in- 
creasingly concentrate power in the person of the Chief Ex- 
ecutive, we must be vigilant to preserve the fundamental guar- 
anties on which our Federal government rests. 

“This means in practice that the press must be vigilant for 
us. Only if the press is free to perform this function in our 
policy, can we be sure that wars to maintain democracy do not 
result in becoming wars to establish autocracy.” 

—Roscoe Pounp, 
Dean, Harvard Law School. 
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You Couldn’t Believe It 


But we are at war and no one knows what will 
be. asked of the utilities in 1943. 


By HERBERT COREY 


OTHING about this war is credi- 
N ble. A great nation does not 
want to go to war. It finds it- 
self not only in a war but in the mid- 
dle of the greatest and most costly war 
in human history. A second lieutenant 
is bored by a young corporal who 
wants to go on listening for enemy 
planes and tells him to shut down the 
works and go back to the barracks. 
That upset some of Leon Henderson’s 
plans. It made Donald Nelson’s job 
more difficult. That second lieutenant 
smeared the white man’s face in the 
East, changed the course of the war, 
may have set the mold of world history, 
forced changes at Possum Kingdom, 
and did something as yet unseen to 
the fifteen billion dollar utility indus- 
try of the United States. None of these 
things is probable. Yet they are true. 
The odd part—once on a time we 
would have said the funny part—is 
that the second lieutenant thought and 
acted along the same lines on which 
the rest of our 132,000,000 people 
were thinking and acting. Only the 
young corporal was out of step. 
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This article began as an inquiry in- 
to the material wants of the utility in- 
dustry. It promised to be fairly simple. 
The War Production Board would 
call on the utilities for so many mil- 
lion kilowatts delivered at such and 
such factories. To make certain of this 
delivery the rest of us might be com- 
pelled to practice economy. To produce 
the kilowatts some millions of pounds 
of copper and other metals would be 
required by the utilities. Some of their 
keymen would be exempted from the 
draft. Structural additions and exten- 
sions of the distribution systems would 
be necessary and as the market is not 
now invariably receptive to new stock 
issues, Jesse Jones, banker extraordi- 
nary, would lend government money to 
the amount needed. 


HE scheme was an enormous one, 

but no more complicated than an 
axe. C. H. Matthiessen, the Director of 
Priorities in the new WPB set-up, 
would determine what quantities of 
what and “Cap” Joseph A. Krug, the 
power engineer, would have the say 
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as to whom and when. Then came that 
frantic two hours at Pearl Harbor and 
now—or so high authority says—no 
over-all plan for the utilities can be 
made. Today’s orders are to get more 
kilowatts out wherever possible. There 
has been no confusion, all things be- 
ing considered. The utility heads are 
working devotedly with the WPB: 
“Except here and there some old- 
fashioned one,” said Engineer Krug, 
“who hasn’t quite caught up. Such 
men are still trying to sell more cur- 


But tomorrow’s load is to be heavier 
than today’s load and the next day’s 
load and the next day’s load will be 
still heavier. At the time of writing 
the man in the street appeared to be 
almost indifferent. Certainly there 


was little of the enthusiasm that 
marked the public attitude in 1917. 
But some of the keymen in the ad- 
ministration are frankly frightened 


about the situation and doing their 
best to ready the country for what lies 
ahead. A great part of American 
strength lies in our capacity to produce 
current and a dangerous weakness is 
that we may not be able to extend that 
capacity as rapidly as is desirable. By 
the first of 1943, 60 out of each 100 
days’ work will be on war production. 
The goal is 75 days out of the century. 


HE men, scattered through the 
upper brackets of the armed serv- 
ices and the war production organiza- 
tions, who take such a black view of 
the possibilities ahead, reason in this 
way: 
“We are pessimists. In war you 
must constantly look for the worst to 
come and provide against it. 
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“The Pearl Harbor defeat reduced 
the usefulness of our Pacific fleet. 
Add it to what is left of the British 
fleet in eastern waters and it is doubt- 
ful if there is strength enough to con- 
voy any considerable invading force. 
The Japanese war fleet can lie with 
comparative safety behind the protec- 
tion of mine fields and base its air 
operations on land. Russia has shown 
no disposition to go to war on Japan 
and if China is forced to cease opera- 
tions the whole East may go up in 
flames against the white man. Japan’s 
constant effort is to represent this as 
a racial war. If Japan succeeds in this 
—and the white man is out-fought 
and out-maneuvered by the yellow 
man, as he was in the first days of the 
eastern war—then we will be fighting 
on our home grounds for our own pro- 
tection. If India and Egypt and Africa 
rebel it is certain that the British can- 
not come to our aid. It would then be 
the United States and Canada against 
the yellow world.” 


HIS is admittedly the blackest 

viewpoint possible. Those who 
present it do not believe that such 
things may happen, but it is their duty 
to provide against the incredible. On 
both coasts precautions are being taken 
of which little may be said. The De- 
partment of Justice is handling a 
tough job in its effort to remove aliens 
trom 31 key areas on the Pacific coast. 
The department not only wishes to be 
kindly in its treatment of these 300,- 
000 Japanese, but recognizes that if 
any antialien violence were to be re- 
ported it would be accepted as evidence 
that the Japanese are right when they 
maintain this is a race war. The need 
for utility extension and codperation 
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is boundless. The WPB does not know 
how much more current will be needed 
for war production in 1943: 

“How can anyone say? Who can 
tell what the war will be?” 

“Twice as much current as today?” 

“No one can say. All we can get. Let 
it go at that.” 

To add to today’s production of kilo- 
watts more of many things is needed. 
Copper is the foremost need. Two or 
three months ago Price Administra- 
tor Henderson faced down some of 
the high-cost copper producers : 

“Copper is only worth 14 cents to 
us,” he said. “I’ll not pay more.” 

“We cannot produce at that price,” 
said one man. “It would not cover our 
costs.” 


M®* Henderson laughed. The story 
rests on nothing more substan- 
tial than gossip, but is regarded as 
true. Since then the need for speed has 
developed. Henderson and Jesse Jones 
and Donald Nelson and their subordi- 
nates are at work on plans which wiil 
produce copper without any close ref- 
erence to costs or profits. Ordinary 
rules of business prudence have been 
cast aside, as they always are when 
the war needs begin to pinch. There 
is, for instance, a fine deposit of tung- 
sten in one of the Latin American 
states, of which the Department of 
Commerce has known for years. Now 


the construction of a 300-mile railroad 
is being seriously considered. Bolivian 
tin is not of first quality and is hard 
to smelt. But in war time we need it 
and are getting it. American utilities 
are producing all the kilowatt hours 
we can use now, for both war produc- 
tion and civilian consumption. The 
normal rate of expansion has been in- 
terfered with, of course, but there is 
reason to believe that there will be in 
1943 an ample supply of current, even 
if that supply is secured by the rigid 
rationing of all civilian use. 

But no one knows how much war 
will ask of the utilities in 1943. No one 
dares take a chance. Therefore, so far 
as can now be seen, the industry will 
be expanded as rapidly as the meager 
supply of construction materials in the 
next twelve months makes possible. No 
one knows what that means. If the 
Russians were to break through into 
Germany, the British throw their home 
defense army of 2,000,000 into France, 
the Americans batter down the Japa- 
nese fleet, the war might come to an 
end overnight. No one expects any 
such thing and so the only plan which 
can be made is for indefinite expansion. 

That will not be easy. 


pape looking at the obstacles let 
us consider what the load will be. 
No one knows, of course, or can know, 
but we can get a rough idea. Russia 


effort to remove aliens from 31 key areas on the Pacific coast. 


q “THE Department of Justice is handling a tough job in its 


The department not only wishes to be kindly in its treat- 
ment of these 300,000 Japanese, but recognizes that if any 
antialien violence were to be reported it would be accepted 
as evidence that the Japanese are right when they maintain 


this is a race war.” 
MAR. 26, 1942 


420 





lroad 
ivian 
hard 
ed it 
lities 
Ours 
duc- 
The 
1 in- 
re is 
e in 
even 
igid 


YOU COULDN’T BELIEVE IT 


has said in a polite but definite way 
that she wants more aid than we have 
given her. She fears that many of the 
Germans do not listen to the speeches 
made by American statesmen and are 
therefore not terrified as they should 
be. She wants tanks, planes, guns, 
food, automobiles, and soldier clothes. 
The production of all these things calls 
for the use of current. China wants 
the same list. Great Britain wants the 
sane things, with more emphasis on 
processed and canned foods. Spain, 
France, and some of the Vichy settle- 
ments in Africa may be sent a little 
food if the sending seems politically 
wise. Our West coast is pretty ticklish 
over the prospects of an invasion and 
isasking for a good many of the same 
things. Our war production program 
is more enormous than any country 
ever dreamed of at any time. 

Donald Nelson’s War Production 
Board has gotten under almost full 
headway. It would be absurd to say 
that it is at top speed. There are still 
confusion, bickering, and cross pur- 
poses. Nothing else can be expected. 
But the state of dreadful confusion 
which existed under the SPAB and 
the four other boards which the Presi- 
dent appointed in the hope that each 
newcomer could untangle its predeces- 
sors has been damped down. Nelson 
has finally become personally tough: 

“He was always tough in buying 
and selling,” said a friend. “That’s 
why he was worth big money to Sears 
Roebuck. But he used to let his friends 
impose on him. They would come in 
and sit around and waste his time—” 

“You gotta quit it,” said one of his 
staff. 

“T will,” said Nelson. 

“Let me see that schedule of ap- 
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pointments,” said the staff man. He 
tore off the page and called the secre- 
tary: 

“No appointments today.” 


| jailed winced but he took it. He 
may get back to the old, easy- 
going system. He does not like to make 
speeches and has promised that he will 
not make any more speeches, but if 
some one asks him just at the right 
moment he will agree to go out in the 
cornfields and talk about his job. This 
fault of time wasting is as serious with 
Nelson as Knudsen’s inability to in- 
sist on his own way proved to be. On 
the other hand, he works long hours 
at his office and is fast and tough in 
his decisions. He has split the WPB 
into a dozen or so sections, put a man 
at the head of each, and given that man 
authority. A super-brain trust is in 
process of formation, but it will be un- 
like any of its numerous predecessors : 

“There will be seven or eight men. 
Nelson will pick them himself; there 
will be no publicity, and they will not 
hang around the main office. Their job 
will be to find fault, to investigate men 
and industries, and to tell Nelson what 
to do. He will do it without bothering 
to read the evidence. He could not do 
that if he did not have complete con- 
fidence in his men.” 


|g semen plan is to deal with the 
utilities in the most direct way 
possible. That is his plan with all the 
industries. The men who know how 
will go on doing what they know how 
to do, under certain rules as to produc- 
tion, time, materials, etc. He will not 
send in one of the pursy little bureau- 
crats from Washington to do his petty 
bossing. At present Nelson stands well 
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Utility’s Value to Nation 


6 aS Sirsy utility's value to the nation is rated by the extent to which it 

ts engaged on war work. The community is entitled to light, 

heat, and power and to use of the telephone by the same scale. Wash- 

ington, D. C., which contains the government offices and centralized 

activities, would be the last city in the country to suffer from any curtail- 

ment. Another city of 1,000,000 inhabitants, more or less, might be 
blacked out ruthlessly tf occasion arose.” 





with Congress for two reasons. He is a 
businessman. He talks the kind of talk 
the average Congressman likes, and he 
does not try to tell Congress its busi- 
ness. The second reason is that he is 
believed to be outside the circle of ad- 
ministration politicians. 

“My job is to produce,” he has said 
repeatedly. “If some one gets hurt I’m 
terribly sorry but I’m not going to stay 
and cry with him. That is some one 
else’s job.” 

It would be possible to print the 
WPDB’s rules as to priorities and allo- 
cations for the utilities, including the 
communications and natural gas, but 
it hardly seems worth while. So far 
as has been discovered they follow the 
rule of common sense. The utility’s 
value to the nation is rated by the ex- 
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tent to which it is engaged on war 
work. The community is entitled to 
light, heat, and power and to use of 
the telephone by the same scale. Wash- 
ington, D. C., which contains the gov- 
ernment offices and centralized activi- 
ties, would be the last city in the coun- 
try to suffer from any curtailment. 
Another city of 1,000,000 inhabitants, 
more or less, might be blacked out ruth- 
lessly if occasion arose. 


UBLICLY owned utilities are on the 

same footing as privately owned. 
Neither may extend their services with- 
out permission. They are permitted to 
use materials needed for maintenance 
and repairs, but under no conditions 
may they extend their inventories of 
materials on hand. Certain consumers 
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are permitted to get materials used for 
repairs and maintenance because of 
the community need. Hospitals, trans- 
portation systems, charitable institu- 
tions, communications, irrigation 
plants are of this order. New construc- 
tion there will not be except by permis- 
sion of Engineer Krug of the WPB. 
In all cases the relation of the utility 
to the military situation will be studied 
frst. The civilian need expect only such 
consideration as the military authori- 
ties think it wise to give. John Doe’s 
telephone may be cut off; he may be 
refused gas except during stated hours ; 
his fuel oil use may be rationed, and 
gasoline obtained only on a gas ticket. 
It is Nelson’s belief, and Nelson is the 
boss just now, that rationing may be 
the only way in which a difficult prob- 
lem can be effectively handled: 

“We do not want to ration anyone 
or anything,” he is quoted as saying, 
“we will not until it is forced on us. 
Then we will.” 

The WPB has tried to favor the 
utilities and the communications indus- 
tries and for precisely the same reason. 
They are needed in war work. But as 
the business of producing for war ex- 
tends its scope, both utilities and com- 
munications are bound to suffer. 


os Maritime Commission, for 
instance, proposes to launch two 
ships a day in 1943. It has already 
found extreme difficulty in finding the 
copper, other metals, and rubber which 
are needed in shipbuilding. Some of 
its new ships are equipped with re- 
ciprocating engines which were out of 
date twenty years ago, because the 
Navy has taken all the turbines. A 
utility generator must have turbine 
engines. If no turbine engine can be 
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found the utility puts up with a re- 
ciprocating engine, just as the Mari- 
time Commission does. Those who see 
the situation from the outside, instead 
of from the inside, are inclined to 
think that the shortages must be made 
up for in 1943 by withholding from 
the civilian. 

“In Europe people simply go with- 
out.” 

Trams in London were jam-packed 
—no worse than the New York sub- 
way because they could not be—even 
before the war. Electric light bulbs 
were small and infrequent and the cur- 
rent was cut off early in most towns. 
Only the hotels and theaters were 
furnished with light. Stores shuttered 
their windows instead of putting in 
neon tubes to show off the goods. 
Housewives and servants walked home 
from market carrying baskets. The 
coldblooded took a hot water bottle 
to bed instead of a heating pad. As a 
rule the telephone service was atro- 
cious. The Paris company used to make 
a point of it: 

“If we gave a better service we 
would have more customers. Now, 
our experience is, and we show you 
on the books, that the more customers 
we have the more complaints come 


” 


i as 


W: might sink to that low level of 
comfort but we would not stay 
there. We have had a taste of the lux- 
ury of warmed houses and automatic 
hot water, fast transportation. Already 
the labs have discovered something 
like 100 substitutes for aluminum and 
the other metals and alloys used in 
telephones and around the house. Plas- 
tic cans will take the place of the tin 
can to which we are used. A school of 
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optimists even insists that the utilities 
will live happily after the war. They 
point out that by the time we get well 
set in paying for the adventure the 
taxes will be so high that the men and 
women who never knowingly paid 
taxes before will begin to feel them. In 
the years immediately following the 
close of hostilities, they say, there will 
be a tremendous boom in this country. 
We will be out of everything from 
soap that lathers to automobiles. The 
country will have grown used to high 
wages, which were needed to buy the 
necessities of life, and will wish to keep 
the wages high. 

But there will be a unanimous call 
for lower taxes: 

“Let’s sell or rent these great hydro- 
electric plants the government-owner- 
shippers built with our money, and 
which do not pay taxes. Whatever we 
get for them can be set off against the 
debt or the interest burden.” 

But for the immediate future the 
men who look at the situation calmly 
see hard work and privation ahead. 
Congressional investigations into the 
so-called sugar shortage, the rubber ra- 
tioning, and the copper situation are 
probabilities of the future, and may 
result in some easing in the long run. 
For the next two years these men 
think we will go very short indeed. In 
spite of the grain and meat carryover 
we may find our dinner tables cleared 
of everything except essentials; our 
roofs will go unpatched ; and our pants 
very well patched indeed. We may 
burn one bulb instead of six, walk in- 
stead of ride, and put the early morn- 
ing foot on a cold floor. 


A our output of war goods grows 
conditions here will get worse. 
One hears very little of lend-lease now, 
We send the money and the goods 
where we think they will do us the 
most good and no one talks of repay- 
ment. Every ship built or sunk, every 
shell fired, every barracks or war- 
worker’s home built subtracts some- 
thing from the total of things the util- 
ities must have. Yet the ships must be 
built and the utilities must go on. The 
WPB is scouring Latin America and 
our own backyards for the materials 
that must be found. The one way of 
getting all the things that are needed 
may be in economizing on all the 
things we used to take for granted. 
Leon Henderson’s army of ration- 
fixers will number not less than 100,000 
and other armies of the same kind are 
in process of creation. 

The new War Department building 
will house 30,000 clerks. It will be too 
small when it is completed. Govern- 
ment’s nonwar activities are being sent 
away from Washington and in Wash- 
ington some girl clerks. sleep four in 
a room. Congress has appropriated so 
many billion dollars that cannot possi- 
bly be spent for years in advance that 
it has surrendered that control of the 
purse which is its only check on the 
executive. No one complains or criti- 
cises. 

The last twenty-odd billion dollar 
bill went through the Senate on a 
unanimous voice vote and the House 
just nodded and, no doubt, that is as 
it should be in war time. As I said at 
the outset, nothing about this war is 
credible. 
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RESIDENT Roosevelt on March 7th 
coe to the Defense Communi- 
cations Board powers to control, operate, 
or close all telegraph, telephone, and 
other wire communications facilities. Ina 
previous order, dated December 10, 
1941, the President had delegated simi- 
lar powers to the board over radio com- 
munications. 

Although the presidential action gives 
the Communications Board full powers 
tocommandeer and operate all wire facil- 
ities in this country, officials immediately 
disclaimed any intention of any large- 
scale intervention in private operations 
of communications companies. 

Under terms of the order, however, 
the Army, Navy, or any other branch of 
the government will be able to move in 
quickly to break any bottlenecks in com- 
munications which might threaten na- 
tional defense. Board spokesmen, how- 
ever, said that in such cases private com- 
panies would be reimbursed for use of 
commandeered facilities. 

Additionally, however, the new powers 
tighten the Federal censorship powers. 
Under the executive order, there no 
longer could be any challenge of govern- 
ment right to control transmission of any 
and all information which United States 
censors deem harmful to the national in- 
terest or the war effort. 

The Defense Communications Board 
is headed by Chairman James Lawrence 
Fly of the Federal Communications 
Commission. Its other members include 
Assistant Secretary of Treasury Herbert 
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Gaston; Major General Dawson Olm- 
stead, chief signal officer of the Army; 
Captain Joseph R. Redman, director of 
naval communications; Assistant Secre- 
tary of State Breckinridge Long, chief of 
the State Department division of com- 
munications ; and committees represent- 
ing all phases of the communications in- 
dustry. 


* * * x 


HE War Production Board on 

March 3, 1942, acted to save sub- 
stantial amounts of critical materials by 
drastically limiting the future engineer- 
ing practices of telephone companies and 
their plans for betterment and relocation 
of plant facilities. 

General Conservation Order L-50 
also curtails installations of luxury types 
of telephones in business offices and 
households throughout the country. It 
requires telephone companies to refrain 
from future conversion of manual offices 
to dial offices and replacement of manual 
private branch exchanges by dial ex- 
changes, and installation of extension 
telephones in private homes, unless they 
are essential for public health and 
safety. 

The program, based upon recommen- 
dations recently made by the Defense 
Communications Board, is designed to 
save annually approximately 35,500 tons 
of lead, 29,000 tons of iron and steel, 
29,500 tons of copper, 650 tons of zinc, 
540 tons of crude rubber, and large 
amounts of other scarce materials. 
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Under the terms of the order, which 
does not apply to telephone installations 
for the official use of the armed services, 
except installation of hand sets to re- 
place wall and desk types, companies es- 
timating material requirements for in- 
stallations of new facilities or equipment 
or expansion of existing facilities are re- 
quired to limit their margins for expected 
growth of service requirements to a 
maximum of three years. This is de- 
signed to prevent use of materials for 
long-range estimates of future require- 
ments and constitutes a drastic change 
in present engineering practices. Tele- 
phone companies, for most plant items, 
normally anticipate service requirements 
for a period of from eight to ten years. 


N addition to growth margin limita- 

tions, the order requires all telephone 

companies, unless otherwise authorized 
by WPB, to: 

(1) Discontinue the conversion of 
manual offices to dial offices, or the con- 
version of one type of manual office to 
another type. 

(2) Discontinue the replacement of 
manual private branch exchanges by dial 
exchanges. 

(3) Discontinue the replacement of 
existing wall and desk types of sub- 
scribers’ instruments with hand sets, ex- 
cept in any instance where any such sub- 
scriber’s instrument is beyond repair. 

(4) Discontinue the installation of 
extension telephones in residences ex- 
cept when such extensions are necessary 
for use of those who are charged with 
responsibilities for the public health, 
welfare, or security. 

(5) Employ party-line service in those 
instances where party-line installation 
will conserve scarce and critical ma- 
terials. 

(6) Discontinue replacements or ad- 
ditions to existing plant for the bet- 
terment or relocations of such plant, ex- 
cept to replacements essential to the 
maintenance or protection of service. 

(7) Conserve or reuse existing tele- 
phone equipment and facilities, when- 
ever such conservation or reuse will re- 
duce the use of scarce materials. 
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The order, effective immediately anq 
in force until revoked, does not affect 
changes in equipment or facilities which 
actually were under way at the time of 
its issuance. Whether the order would 
exempt equipment in the process of man. 
ufacture but not completed or delivered 
was very doubtful, however. 

In the text of the order, the telephone 
companies were directed (unless other- 
wise authorized by the WPB Director of 
Industry Operations) : 


_+ +. In submitting to the War Produc- 
tion Board, directly or indirectly, applica- 
tions for material requirements for instal- 
lations of new facilities or equipment or 
expansion of existing facilities or equip- 
ment, to limit the margins for expected 
growth of service requirements to a maxi- 
mum of three years, but not to exceed one- 
half the period for which provision normal- 
ly is made; provided however that this re- 
quirement shall not require the limitation 
of the margin of growth to a period less 
than one year, alt provided further that 
conductors in cables designed or suitable 
for use in carrier current systems may be 
provided (but not equipped) in such num- 
bers that when fully utilized by present or 
immediately contemplated carrier current 
system technique they will provide for a 
margin of expected growth of one-half the 
normal provision for such growth, even 
though such provision exceeds a 3-year 
period. 


* * - * 


N the promise that every manufac- 
turer would be filled to capacity 
with war orders, the War Production 
Board on March 7th ordered complete 
cessation of the production of radios and 
phonographs, effective April 22nd. The 


‘order, it said, would affect about fifty- 


five companies, which will have made 
about three million radio sets in this year 
before the cut-off date. These firms al- 
ready hold about half a billion dollars’ 
worth of contracts. 

The WPB said a conversion plan had 
been worked out so that there would be 
war work for every firm, either as a 
prime or a subcontractor, The conver- 
sion is expected to be 95 per cent com- 
plete by next June 30th, it was said. 

Robert Berner, chief of the WPB 
radio section, declared that the conver- 
sion would not result in unemployment 


426 





of the i: 
appreci 
ployme 
increast 

War 
make < 
and mi 
sets. It 
shut-of 
est larg 
have eq 
homes | 
Provisi 
placem 
home f 


LTE 
b 
weeks 
Repres 
Georgi 
mittee, 
on Cay 
the cor 
tion 01 
It was 
mittee 
merce 
on the 
(Dem 
the F 
radio | 
regula 
cable « 
The 
was € 
an am 
000 te 
ing co 
Repre 
have t 
it not 
House 
merce 
in con 
Not 
able a 
Hous: 
a pos: 
the C 
reach 
preser 
sition 


WIRE AND WIRELESS COMMUNICATION 


of the industry’s 30,000 workers for any 
appreciable period. In fact, he said, em- 
ployment in the industry would greatly 
increase under military orders. 

War items which the industry will 
make are airplane-detecting equipment 
ad military transmitting and receiving 
gts. It is estimated that by the time the 
shut-off date arrives, America’s young- 
et large consumers’ goods industry will 
have equipped 87 per cent of the nation’s 
homes with 60,000,000 sets in operation. 
Provision is made to manufacture re- 
placement parts in order to keep existing 
home radios in operation. 

x 2. 2 2 


LTHOUGH no further progress had 
been reported during the first two 
weeks of March on the resolution by 
Representative Cox (Democrat of 
Georgia) before the House Rules Com- 
mittee, to investigate the FCC, observers 
on Capitol Hill were of the opinion that 
the committee would take favorable ac- 
tion on the resolution at an early date. 
It was also believed that the House Com- 
mittee on Interstate and Foreign Com- 
merce would soon set a date for hearings 
on the bill by Representative Sanders 
(Democrat of Louisiana) to reorganize 
the FCC into two branches—one for 
radio broadcasting and the other for the 
regulation of telephone, telegraph, and 
cable companies. 

The resolution by Representative Cox 
was expected to carry authorization of 
an amount in the neighborhood of $25.,- 
000 to provide for a special investigat- 
ing committee. In the case of the bill by 
Representative Sanders, hearings would 
have been started several weeks ago had 
itnot been that the subcommittees of the 
House Interstate and Foreign Com- 
merce Committee were actively engaged 
in considering emergency measures. 

Notwithstanding the expected favor- 
able action on the Cox resolution by the 
House Rules Committee, there was still 
a possibility that a combination of both 
the Cox and Sanders objectives might be 
reached through joint procedure. The 
presence of strong administration oppo- 
sition to the investigation urged by Rep- 
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resentative Cox at this time raised some 
doubt as to whether the House member- 
ship would approve the action of the 
Rules Committee on a floor vote. 

* ok *x * 


Bt lie right of hotels in New York 
state to charge more than scheduled 
rates on local and long-distance tele- 
phone calls was denied by a court of ap- 
peals ruling in Albany on March Sth. The 
ruling upheld the state public service 
commission which ordered hotels to ad- 
here to the current schedule, filed with 
the commission by the New York Tele- 
phone Company. The schedule allows a 
10-cent charge for each local call made 
from a hotel room, and a surcharge of 5 
cents on long-distance tolls under 50 
cents, and 10 cents on tolls over 50 cents. 
Officials of the telephone company said 
that all hotels, as far as the company 
knew, have followed this schedule since 
the supreme court, in Albany, issued an 
order last July restraining them from 
charging more than the scheduled rates. 
The court of appeals ruling upheld de- 
cisions of the Albany County Supreme 
Court and the appellate division. The 
appeal was taken jointly by the New 
York Telephone Company and a group of 
New York city hotel companies, includ- 
ing the Bowman-Biltmore Hotels Cor- 
poration, Hotel Roosevelt, Inc., South- 
worth Management Corporation, and the 
New Yorker Hotel Corporation. Offi- 
cials of the Hotel Association of New 
York declined to discuss the possible ef- 
fect of the ruling upon the telephone 
service given by the hotels to their — 
Frank Boland, counsel for the hotels, 
said there was pending before the state 
commission a proceeding seeking a re- 
duction in rentals charged by the tele- 
phone company for telephone equipment 
in the hotels and compensation for the 
hotels for acting as agents of the tele- 
phone company in the collection of tolls. 
Under the court of appeals decision, 
the commission may penalize hotels mak- 
ing an extra service charge above the 
scheduled rates by requiring the tele- 
phone company to take away their tele- 
phone service. 
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a. Telephone toll service 


b. Telegrams and cablegrams 
c. Leased wires, etc. 


d. Local telephone bill and messages 24¢ or less 


e. Coin—operated t. ‘hones 


Present Tax 


24¢-50¢ tax 5¢ 
Additional 5¢ tax 
on each 50¢ 


Proposed Tax 


25¢-39¢ tax 5¢ 
40¢-64¢ tax 10¢ 
65¢-99¢ tax 15¢ 
5¢ additional tax 
for each 25¢ or 
fraction thereof 
15% of charge 
15% of charge 
10% of charge 
10% of service 
charge 


10% of charge 

10% of charge 
6% of charge 

Exempt 


e 


Telephone company officials said that 
5 cents of the 10-cent charge allowed on 
local calls goes to the hotels for their 
services, as do the surcharges permitted 
on long-distance calls. 


* * * x 


Nepean of the Treasury Morgen- 
thau, in his appearance before the 
House Ways and Means Committee on 
March 3rd, proposed the above changes 
in taxes on communications services. 


* * *K x 


fi oe Ohio Public Utilities Commis- 
sion early in March had under con- 
sideration for future decision an appli- 
cation of the Ohio Bell Telephone Com- 
pany, seeking permission to increase sub- 
stantially its present charges for connect- 
ing, moving, and changing telephone 
service, lines, and equipment. 

Fees for changes under the new pro- 
posed schedule would be hiked from $1 
to $2 for residences and to $2.50 for busi- 
ness phones throughout the company’s 
territory. For new or renewed installa- 
tions, a general charge of $1 would be 
raised to $4.50 for residence and $6 for 
business phones in the area served by 
Columbus, Dayton, Cleveland, Canton, 
Akron, Toledo, and Youngstown ex- 
changes. 

Installations would be raised to $3.50 
for residence phones and $5 for business 
in Springfield, Zanesville, Martins Ferry, 
Bellaire, Steubenville, and Belpre areas, 
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and to $2.50 and $4 for other exchanges, 

Ralph Eide, company president, said 
cost of changes exceeded revenues for 
the service by $2,130,000 last year and 
that the deficit will be more than $1,000, 
000 even if the proposed rates are ap- 
proved. Eide said the new schedules 
would properly place a fairer and greater 
portion of expense on short-term sub- 
scribers, that higher wages and taxes are 
putting a serious drain on the company’s 
net income, and that the proposed 
changes will “assist materially in con- 
serving plant margins which rapidly are 
being depleted and for the restoration of 
which essential materials are not avail- 
able.” 


e- = &sS 


GC CGatary Report of Telephone and 

S Telegraph Carriers and Holding 
Companies for 1940,” released by the 
Federal Communications Commission on 
March 3rd, shows 632 officials in those 
groups drew salaries of $10,000 or more 
for 1940 as contrasted with 593 the year 
previous. 

In 1940 a total of 575 telephone 
officials and 57 telegraph officials were 
so paid, compared with 543 and 50, re- 
spectively, in 1939. In 1940 7 telephone 
and telegraph officials received salaries 
of $62,500 and over. Two telephone of- 
ficials were paid $66,000, and 4 others 
received $86,333, $90,000, $100,000, and 
$206,250, respectively. One telegraph 
official was paid $85,000. 
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“WHISPER detector” is going to work 
for the government in its fight 
against sabotage, the Stromberg-Carlson 
Telephone Manufacturing Company re- 
vealed recently. 

Supersensitive microphones will be in- 
stalled at concealed positions around 
fences of arms plants. If anyone tam- 
pers with the fence, the noise of the in- 
truder is heard in the plant’s guardhouse. 
A snipped wire sounds like a thunder- 
dap to the guard. The microphone is 
that sensitive. 

The system can also be geared to re- 
lays that will cause noises to flash a red 
light, according to Lee McCanne, Strom- 
berg-Carlson’s assistant general man- 
ager. Mr. McCanne also revealed that 
test installations of these new alarms 
have been made in the Midwest. They 
are intended to supplement regular pa- 
trol activities. One microphone, he said, 
would protect as much as 3,000 feet of 
fence, although the microphones are 
placed much closer together. 

McCanne disclosed that a 1-A-1 
priority rating had been assigned to this 


infallible signal by the government. 


Stromberg engineers, McCanne 
pointed out, have codperated closely 
with engineers from the Brush Develop- 
ment laboratories of Cleveland and 
Astactic Microphone Company of 
Youngstown, Ohio, at laboratories in 
Rochester. The Rochester firm is serv- 
ing as distributor and manufactures 
speakers and amplifiers used in the sys- 
tem. 

ees 


3-JuDGE Federal court, on March 

2nd, stayed the FCC from enforc- 
ing until at least May Ist its proposed 
restrictions on chain broadcasting. The 
Columbia Broadcasting System and the 
National Broadcasting Company won the 
stay pending their appeal to the United 
States Supreme Court from the 3-judge 
court’s decision dismissing their petition 
for an injunction. NBC and CBS con- 
tested the FCC order barring exclusive 
network affiliate station contracts and 
prohibiting any company from owning 
two networks as an unauthorized attempt 
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to enforce the Federal antitrust laws. 
The 3-judge court, in dismissing the 
companies’ petition for an injunction, 
said it lacked jurisdiction. In its decision 
granting the stay, the court said: 
Considering on the one hand that if the 
regulations are enforced, the networks will 
be obliged to revise their- whole plan of 
operations to their great disadvantage, and 
on the other, that the commission itself gave 
no evidence before these actions were com- 
menced that the proposed changes were of 
such immediate and pressing importance 
that a further delay of two months will be 
a serious injury to the public, it seems to 
us that we should use our discretion in the 
plaintiffs’ favor to stay enforcement of the 
regulation until they can argue the case. 


* * * Ok 


HE request of the Mountain States 

Telephone & Telegraph Company 
that the Utah Public Service Commission 
dismiss its complaint charging unreason- 
able discrimination between the long- 
distance telephone toll rates of the com- 
pany in Utah and the interstate long-dis- 
tance toll rates of the American Tele- 
phone and Telegraph Company’s long 
lines department, was dismissed late last 
month, This was taken to mean that the 
commission would proceed with its in- 
vestigation of these rates. 

The commission said it was not seek- 
ing to involve the company in a long and 
costly rate proceeding which would in- 
volve the use of personnel needed for de- 
fense work, but sought merely to elimi- 
nate “‘a discrimination which appears un- 
just against the users of intrastate toll 
service in Utah.” 


+ « 2% 


TATION representatives of the Blue 
Network Company, Inc., a newly or- 
ganized subsidiary of Radio Corporation 
of America, meeting in Toronto recent- 
ly, were of the general belief that radio 
time sales will continue to hold up well. 
For the first two months of this year, de- 
spite the fact that production of many 
civilian lines has either been stopped 
completely or sharply curtailed, radio 
time sales showed modest gains over 
comparable periods a year ago when a 
new peak was established. 
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Financial News 


Utility Securities Hard Hit by 
Proposed Tax Rates; Maxi- 
mum Rate 88% Per Cent 


ECRETARY Morgenthau’s proposed 
war tax increases, presented to Con- 
gress on March 3rd, fell like a bombshell 
on holders of many utility securities. 
While the decline in prices was concen- 
trated largely in holding company bonds 
and preferred stocks, nevertheless the 
Dow-Jones utilities average dropped to a 
new all-time low of 12.20. Below are 
some of the outstanding declines. 

While Wall Street had been worrying 
about Mr. Morgenthau’s well-known 
predilection for taxing all corporate 
earnings over 6 per cent on investment, 
such a tax would not affect utility stocks 
as much as it would some of the blue rib- 
bon industrials, which have been earning 
substantial percentages on invested capi- 
tal. Predictions had been made by some 
leading statisticians in the financial dis- 
trict, for example, that the Dow-Jones 
industrial average might decline to 
around 72 if the 6 per cent profits dead 
line became effective (this figure repre- 
senting about 12 times estimated share 
earnings for the stocks composing that 
average). With the majority of operat- 
ing utility companies limited to around a 
6 per cent return on their rate base, such 
a tax would probably have hit industrials 
harder than utilities and rails. 


Standard Gas debenture 6s 


Electric Bond and Share $6 pfd. .............. 


American Gas & Electric 


American Power & Light $6 pfd. ............. 
Commonwealth & Southern pfd. .............. 
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By OWEN ELY 


Nevertheless, the utilities were prob- 
ably hurt more by last year’s excess prof- 
its tax—because of the fact that it was 
made applicable to the balance earned be- 
fore normal tax—than most investors 
realize. This is probably due to the fact 
that the earnings credit or allowance did 
not work out as favorably as would, on 
the surface, have been expected. While 
the average utility earns only 6 per cent 
or less on its book investment, the invest- 
ment reported to the Treasury may be 
considerably lower than that in the pub- 
lished balance sheet, due to the much 
heavier depreciation reserves which have 
been accrued in the reports to the Treas- 
ury in order to effect tax savings in the 
past. Thus a large proportion of the 
utility operating companies have been 
forced to pay excess profits taxes despite 
the general feeling that they should prove 
exempt. The 25 per cent increase in this 
tax as proposed by Mr. Morgenthau will 
thus bear heavily on these companies. 


B%. for the rank and file of utilities, 
especially those not affected by the 
excess profits tax, the jump of 77 per 
cent in the combined normal and surtax 
rate (from 31 to 55 per cent of net tax- 
able income after deduction of the excess 
profits tax) is a blow right in the finan- 
cial solar plexus. Mr. Morgenthau’s pro- 
posal, if enacted, would seem even more 
effective than certain policies of the SEC 


Close Close Per Cent 
March3 March6 Decline 
68 60 13 


56% 51 
19 158 
22% 19% 
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Commonwealth & Southern pfd. .............. 
Commonwealth Edison 
Connecticut L. & P. 
Consolidated Edison 
Detroit Edison 
Engineers Public Service 
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in undermining security values. This is 
particularly true of holding company se- 
curities, since much dividend income 
might be cut off. Even Electric Bond and 
Share would apparently be hard hit, for 
it might be taxed 55 per cent on interest 
received—which makes up over two- 
thirds of its income (although on divi- 
dends received, only 15 per cent would 
betaxable at 55 per cent). This instance 
isused only in illustration ; due to the in- 
tricacies of the tax laws, Electric Bond 
and Share might be able to reduce its 
tax bill considerably by various methods, 
sich as taking losses on security hold- 
ings, etc. 

The new tax program would have the 
elect of “freezing” the earnings of many 
operating utility companies for the dura- 
tion of the war. When the three new tax 
rates together absorb almost nine-tenths 
of the income in excess of the earned 
credit, both rate increases and increased 
costs would have comparatively little ef- 
fect on net earnings. With earnings thus 
stabilized and with dividends aligned to 
the new level of earnings, it might be 
argued that investors would regain their 
confidence in the stocks of these com- 
panies. There is, however, a serious de- 
fect inthis reasoning—there is no assur- 
ance that the “stabilized” net income 
would be paid out in dividends, since it 
might be needed for new construction. 
Due to market conditions and stringent 
SEC requirements as to debt ratios, etc., 
bond financing may prove inadequate to 
take care of such requirements. A possi- 
ble offsetting factor is the fact that all 
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but vital expansion work may be cur- 
tailed by priorities. 

Wall Street statisticians, feverishly at 
work to estimate the effect of the new tax 
on utility earnings, have produced some 
startling results. For example, The Wall 
Street Journal published the above esti- 
mates. 

There was some speculation in the 
Street as to whether certain holding com- 
panies would be able to continue pay- 
ments on senior obligations. For exam- 
ple, Standard Gas and Electric, while 
admittedly in a strong cash position, 
might find current income insufficient to 
balance interest payments on its deben- 
tures if the dividend from Philadelphia 
Company should be jeopardized by the 
new tax rates. Electric Bond and Share 
and Commonwealth & Southern, if the 
new rates were enacted and current esti- 
mates of their effect should prove cor- 
rect, might have difficulty in paying the 
present dividends on their preferred 
stocks, unless they drew on cash reserves. 

However, for those companies forti- 
fied with cash and lucky enough to secure 
SEC approval, the present decline might 
present a golden opportunity to buy in 
their own senior obligations at very sub- 
stantial discounts. Electric Bond and 
Share, which exhausted the greater part 
of its $5,000,000 cash funds late last 
year, has obtained grudging SEC permis- 
sion to use another $2,000,000 in open 
market purchases of its preferred. 
United Corporation, which applied to the 
SEC about four months ago to use $2,- 
500,000 cash to buy in its preferred 
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stock, has as yet received no answer. 
Standard Gas and Electric has apparently 
had to adhere to the year’s delay pro- 
vided in the indenture before it can 
apply the cash from the sale of 590,527 
shares of San Diego Gas & Electric to re- 
tirement of its own debentures, despite 
the fact that the SEC last June promised 
that “there are adequate remedies under 
§ 11” to dispose of this troublesome in- 
denture clause. No holding company can 
retire more than 2 per cent of any out- 
standing security issue during the course 
of a year without SEC permission. And 
the commission is usually reluctant to 
grant special permission because of fears 
that some security holders will be dis- 
criminated against—since remaining se- 
curity holders naturally benefit when part 
of the issue is retired below liquidating 
value (or below parity in the case of re- 
deemable issues). 


secon Street is probably taking an 
overly pessimistic view of the new 


taxes. There are several offsetting fac- 
tors, the effects of which should not be 
overlooked: (1) Mr. Morgenthau appar- 
ently intends to grant the privilege of 
filing consolidated system returns not 
only for computing payment of excess 
profits taxes (currently allowed) but 
also for computing the normal and sur- 
taxes (which may be of considerable 
benefit to systems with weak subsid- 
iaries ) ; (2) a special tax credit would be 
allowed when the surtax net income for 
the current year has dropped in compari- 
son to the income for the pre-war period ; 
(3) utilities whose earnings after taxes 
dropped below a fair return on invest- 
ment are entitled to ask local commis- 
sions for rate increases; (4) the heavy 
tax burden will largely immunize the 
utilities against any sharp rise in the cost 
of operation. 

Corporation tax changes are highly 
difficult to compute even when experts 
devote all their time to one company or 
system. Various choices with respect to 
the basis of computing taxable net income 
mean that each possible combination 
and permutation of figures must be 
worked out to the last decimal in order 
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that the most advantageous choice can be 
made. In a system comprising many 
companies this is obviously a laborious 
and lengthy job. Moreover, few if an 
corporations divulge their income state- 
ments and property accounts as sub- 
mitted to the Treasury. Many utility 
companies do not bother to break down 
their reported tax figures as between 
Federal and other taxes, and as between 
Federal income taxes and excess profits 
taxes. Companies which had sizeable re- 
funding operations have obtairied sub- 
stantial tax credits during the year; some 
companies offset these by a special amor- 
tization charge, others did not. All these 
facts add to the difficulties of the security 
analyst in attempting to prognosticate 
the future course of earnings. 

Some utility companies had already in 
1942 been accruing income taxes at a 40 
or 45 per cent rate. An increase from 31 
per cent to 40 per cent had already been 
largely discounted by the security mar- 
kets. (See discussion of earnings and 
prices in the January 15th FortnicHrty, 
pages 103-104.) But the proposed in- 
crease in rates would absorb an addi- 
tional 24 per cent of net income instead 
of 9 per cent as anticipated. This obvi- 
ously called for a new and drastic read- 
justment in security prices—assuming 
that Congress follows the recommenda- 
tions of the Treasury Department. 

The failure of National Power & Light 
Company to effect an exchange of more 
than about 9 per cent of its preferred 
stock for Houston Lighting & Power, to- 
gether with the abandonment of the $60,- 
000,000 Union Electric common stock 
offering, indicates the increasing difficul- 
ties which beset the SEC’s dual program 


of (1) liquidation of holding companies’ 


senior securities and (2) increase in the 
common stock proportion of operating 
companies’ capitalization. Either the 
SEC, the Treasury Department, and the 
state commissions must get together on 
an over-all policy to stabilize utility earn- 
ings, or the enforcement of § 11 must 
seemingly be deferred to post-war days. 
In any event, in the present jittery state 
of investors’ nerves, any substantial pro- 
gram involving sale or distribution of 
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utility common stocks to the public must 
be temporarily deferred. 

The commission’s continued delays in 
working out the details of possible ap- 
plication of “Deep Rock” policy with re- 
gect to the huge Electric Bond and 
Share system—perhaps unavoidable due 
to the complexity of the issues involved, 
ad the desire to avoid litigation in the 
courts—doubtless continue to be a dis- 
turbing market factor, though over- 
shadowed for the moment by the tax 
question and the news from the Orient. 


a 
Bill Offered to Suspend the 


“Death Sentence” 
A BILL was introduced in the House 
on March 9th by Representative 
Paddock of Illinois to suspend the 
‘death sentence” provisions of the Util- 


ity Act for the duration of tne war. The 
measure provides that “Notwithstanding 
the provision of § 11 of the Public Utility 
Holding Company Act of 1935, the Se- 
curities and Exchange Commission is 
hereby authorized to suspend the exer- 
cise of its functions and duties under 
such section to such extent as, in its 
judgment, will be not inconsistent with 
the public interest.” Mr. Paddock stated 
that the bill was designed to prevent forc- 
ing of public sale of utility operating 
companies under present adverse market 
conditions, “resulting in excessive and 
unjust losses to many thousands of in- 
vestors.” 

The bill was referred to the House 
Committee ci. Interstate and Foreign 
Commerce, but Chairman Lea of that 
committee did not anticipate that the bill 
would be taken up in the near future 
since the committee was at work on 
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amendments to the Securities acts. Re- 
gardless of the reaction of the House, 
Representative Paddock’s bill, in all 
probability, is hardly strong enough to 
change the present status of affairs. The 
SEC has not as yet “forced” a sale of 
any company though it has exerted 
considerable pressure on utility holding 
companies to effect such sales. It has been 
generally understood that where definite 
sales of outlying companies have been 
ordered, the holding company involved 
has at least a year to make the sale, with 
another year’s extension of time in the 
discretion of the commission. Doubtless 
the commission has enough power under 
the act to permit still further delay. Mr. 
Paddock’s bill would, however, be of 
value as a clear intimation to the commis- 
sion of Congress’ feeling in the matter, 
and there would seem to be no reason 
why a bill involving such.a simple matter 
could not be reported out of committee 
with little delay and without interfering 
with the more detailed and intricate prob- 
lems involved in the many proposed 
amendments to the Securities acts. 


ROBABLY the major issue between the 
holding companies and the commis- 
sion in the past year has been the tend- 
ency of the latter to place an embargo 
on refunding operations unless they were 
accompanied by drastic revisions of capi- 
tal structure, balance sheet set-up, etc. 
In some cases, where the matter was not 
too involved (as with certain Common- 
wealth & Southern subsidiaries) the diffi- 
culties were not insuperable; in others, 
such as Columbia Gas, Florida Power, 
United Gas, etc., the obstacles were too 
great to hurdle and the valuable oppor- 
tunity for refunding several hundred mil- 
lion dollars’ securities was temporarily 
lost. Congress might well give the com- 
mission some advice on this matter. 
While the outlook for any refunding 
seems dubious at this moment because of 
the new difficulty over the Morgenthau 
tax proposals, nevertheless it might be 
possible to revive some of these proposals 
at a later date if the commission would 
modify its attitude and separate reform 
procedure from refunding operations. 


The commission may realize by now that 
withholding of permission to refund has 
proved a much less effective “club” to 
obtain reforms than some of the other 
methods employed, such as the dividend 
embargo. 


¥ 
Northern Natural Gas Company 


(This is the fourth article in a series of 
brief descriptions of leading natural gas 
companies.) 


ORTHERN Natural Gas, $59,000,000 
distributing company, was incor- 
porated in 1930, and until last year its 
common stock was entirely held by other 
utilities—30 per cent by Lone Star Gas 
and 35 per cent each by North American 
Light & Power and United Light & Rail- 
ways. In April, 1941, the company regis- 
tered 70 per cent of the stock (represent- 
ing the two last-named holdings) for 
sale, but half of this was withdrawn and 
on September 10th a syndicate headed by 
Blyth & Co. offered the remaining block 
at $32 per share, representing the hold- 
ings of United Light & Railways Com- 
pany. The stock, which was split five- 
for-one last June, is quoted over the 
counter around 27. 
Earnings per share on the stock in re- 
cent years have been as follows: 


The latest interim figures are those for 
the first half of 1941, when $2.28 was 
earned (no comparison was made avail- 
able). 

Lone Star Gas late in February filed a 
system simplification plan with the SEC, 
including a proposal to offer its own 
stockholders its holdings of Northern 
Natural Gas at $19 a share (the approxi- 
mate original cost) at a ratio of one 
Northern for 18 Lone Star. At present 
prices the value of the rights would be in 
the neighborhood of %. Any stock not 
taken by stockholders would be sold in 
the open market. This plan, if approved 
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by the SEC and consummated, might in- 
crease the number of shares and the dis- 
tribution sufficiently to facilitate listing 
on the Curb or the Stock Exchange. 

Northern’s capitalization consists of 
$16,000,000 first 34s due 1954 and 1,- 
015,000 shares of common stock. The 
balance sheet of February 28, 1941, 
also disclosed a $5,000,000 24 per cent 
serial bank loan ; including this loan, the 
funded debt amounted to about 50 per 
cent of net plant account. The current 
position was favorable, with cash slightly 
in excess of current liabilities. 


(Be; company buys about 90 per cent 
of its natural gas from nonaffiliated 
interests in the Panhandle (Texas) and 
Hugoton (Kansas) fields, producing the 


remaining 10 per cent from its own 52 
wells (wholly or partially owned). 
Through the system’s 2,800 miles of 
transmission lines (the main line is 24 
inches in diameter) the gas is piped to 
Kansas, Nebraska, Iowa, South Dakota, 
and Minnesota. The principal cities sup- 
plied at wholesale are Omaha, Lincoln, 
Council Bluffs, Des Moines, Sioux City, 
Mason City, Fort Dodge, Sioux Falls, 
Minneapolis, and Rochester. 

The company has two subsidiaries, 
Argus National Gas and Peoples Nat- 
ural Gas, all the securities of each com- 
pany being owned by Northern. While 
details are not available these subsidiaries 
appear to have a minor share in the sys- 
tem operations, selling gas at retail in 81 
municipalities. 
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About 55 per cent of the company’s 
volume sales in 1940 were at wholesale to 
companies, at town borders, but these 
companies included five affiliates; about 
37 per cent was sold direct to industrial 
consumers. Total industrial sales (in- 
cluding resales by distributing com- 
panies) amounted to 59 per cent of the 
total. Retail sales were about 8 per cent 
of the total, about evenly divided between 
domestic and commercial. 

Total revenues were obtained about as 
follows in 1940 (000 omitted) : 


Wholesale* Retail 
01 $1,230 
660 


3,228 
46 


Total 
$3,240 
1,878 
5,261 
2,274 


$12,653 
204 
$12,857 


Domestic, 
Commercial 
Industrial 





$5,164 
Miscellaneous; (G86, <.5.05.06;6 0.006 .5:0.-0%% 
Total gross earnings 


*Town border sales. 


The common stock is currently selling 
at about 7.5 times last year’s earnings, 
while Southern Natural Gas is selling 
at only about 3.3 times earnings. How- 
ever, Southern’s earnings showed a sub- 
stantial decline in the twelve months 
ended September 30th, while Northern’s 
six months’ figure seemed to promise a 
moderate gain for the year. A further 
explanation of the price earnings differ- 
ential is the dividend rate: Northern 
paid the equivalent of $2.60 in 1941 (the 
rate in the final quarter being 90 cents), 
while Southern paid only $1. 


¥ 


Pennsylvania Electric Financing 
Successful 


be carefully prepared Pennsylvania 
Electric financing — $32,500,000 
bonds and 34,000 shares of preferred 
stock offered March 4th—was as suc- 
cessful as the $80,000,000 Alabama 
Power offering in January. Like the lat- 
ter issue the “Penn Elecs” proved popu- 
lar with institutions, and overselling by 
a few dealers forced the early bid two 
points over the offering price, the pre- 
mium declining later. The success of 
these issues was in contrast to the diffi- 
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culty encountered in completing the sale 
of the Panhandle Eastern Pipe Line pre- 
ferred stock offering. 

The success of the Pennsylvania Elec- 
tric offering revived the question of han- 
dling another big piece of Associated Gas 
& Electric financing, $40,000,000 Metro- 
politan Edison bonds, which was first 
discussed last fall. So far as the charac- 
ter of the issue is concerned, there should 
be no, difficulty, as the present 44s are 
rated AA and the debt ratio (to total 
capital) is only about 41 per cent, though 
the ratio to revised plant account might 
be considerably higher. Depreciation re- 
serve is around 19 per cent, which seems 
satisfactory. The ratio of depreciation 
and maintenance to gross in 1941 was 
about 17.3 per cent, which was ample. 
Fixed charges were earned in that year 
about 3.37 times before income tax, 2.70 
after the tax. 

The main stumbling block to putting 
through a deal would seem to be the 
SEC’s desire to clean up the Associated 
picture before permitting refunding 
operations. Presumably the Pennsylvania 
Electric was allowed to go ahead because 
it was accompanied by a merger program 
and thus marked system progress. Met- 
ropolitan owns about $15,000,000 Mo- 
hawk Valley (now NY PA NJ Utilities) 
bonds, also $3,602,000 Associated Elec- 
tric bonds, 100,000 shares of Staten Is- 
land Edison common, and some other 
odds and ends of system securities. The 
SEC would doubtless like to get the NY 
PA NJ bonds back in the hands of that 
company, where they could be canceled, 
and the Associated Electric bonds should 
also go back to that company. ‘ 

It is possible, however, that difficulties 
might arise in connection with the Metro- 
politan financing, unless the SEC has 
changed its attitude somewhat. More- 
over, the general decline in utility secur!- 
ties due to the Morgenthau tax proposals 
may defer all financing for the moment, 
until Congress’ reaction is determined 
and the security markets have steadied 
somewhat. i : 

The several big offerings now in regis- 
tration seem likely to remain there for 
some time. 
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What Others Think 


Weighing Government Expenditures 
In the War Scales 


HE President has requested $28,- 

500,000,000 in supplemental appro- 
priations for the year 1942 and 1943. 
The request gave rise to the usual out- 
cries from the economy bloc in Congress 
—or what is left of it—that the Federal 
government is not bearing down on non- 
war expenditures. The President in turn 
renewed his perennial question, “Where 
would you cut?” 

This, inferentially at least, places the 
responsibility on Congress to initiate 
economy. Initiating economy measures 
has never been a strong point with Con- 
gress. Certainly it has never been a 
politically popular one. Yet, if either 
Congress or the Executive wanted to get 
an unbiased outline of where to cut, it 
could obtain the same from the recent 
timely booklet published by the Brook- 
ings Institution, entitled “Curtailment of 
Non-Defense Expenditures,” by Henry 
P, Seidemann. 

It is clear that cutting nondefense ex- 
penditures could only pare a fraction 
from the total cost of the war effort. But 
even so, such economies are all the more 
needed by very reason of the back-break- 
ing burden on the American taxpayer. 
The Brookings Institution booklet is 
succinct and specific. It goes into the ac- 
tual expenditures of the Federal govern- 
ment since 1935, with estimates for 1942, 
and announces categorically that more 
than $2,000,000,000 can be saved with- 
out interfering with essential govern- 
ment services. Here are the proposed 
savings in a table of general classifica- 
tions : 

(Millions 


of Dollars) 
Flood control, rivers and 
MO MR ai kai d sp nines iwsee $350 
Agricultural assistance 
Public domain 
Public welfare and relief 
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Highway development 

Executive and other general activi- 
ties 

Transfer of costs to state and local 
governments 


Y way of justifying these savings, 
Mr. Seidemann argues that all new 
construction for flood control, reclama- 
tion, irrigation, rivers and harbors which 
does not directly and immediately con- 
tribute to the war effort should be post- 
poned. Farm aid can be cut down be- 
cause of rising high prices. Expenses for 
recreation subsidies (public domain) can 
be cut out for the duration. 

As to public welfare and relief, Mr. 
Seidemann’s book points out that large 
reductions can be made as the result of 
millions of young men, who have been 
employed in war work or inducted di- 
rectly into the armed services. They are 
being taken care of. Furthermore, some 
of the Federal aid given to states for re- 
lief can be cut down because such states 
are now in a better position to take care 
of their own social obligations. 

By way of criticism of the book, it 
might be fairly said that such an impor- 
tant and complicated subject is covered 
too briefly for satisfactory justification 
of each of the proposed economies. But, 
on the other hand, it is the concise na- 
ture of the tabulation and the disinter- 
ested way in which it is presented which 
give one confidence in the fairness and 
scientific approach of the author. Aside 
from that, the proposals constitute a very 
convincing argument, except, perhaps, to 
those who do not believe in economizing 
at all, but think that government spend- 
ing is beneficial per se. 

Also, Mr. Seidemann’s booklet stays 
clear of the temptation to grind specific 
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axes against the economy grindstone. He 
refrains from the temptation of advo- 
cating any definite solution as the only 
way to do it. 


Ess broad in its scope, but very en- 
lightening in its conclusions, was 
the recent report of the Budget Bureau 
classifying the various public agencies 
“in respect to their relative importance 
to the war program.” This was in re- 
sponse to an order by the Executive to 
define the relative significance of various 
government bureaus in terms of the na- 
tion’s war effort. 

The ostensible purpose of the Budget 
Bureau report was to fix priorities for 
the transfer of government employees to 
war work. But it is noteworthy that of 
the recent group of Federal agencies that 
were sent out of Washington to relieve 
congestion in the nation’s capital, all but 
two—Patent Office and the REA—are 
to be found in the lowest grade of war 
importance and those two are in the next 
lowest grade. Altogether, the Budget Bu- 
reau segregated the various government 
agencies into five classes. Class 1, which 
is quite small, consists of direct war agen- 


cies: Navy, Army, WPB, Lend-Lease, 
etc. The line-up in the utility field— 
power-producing, policy-making, regu. 
lation—is as follows: 


Class 2: Bonneville Power Administration, 

Bureau of Reclamation, power 
projects. 

Corps of Engineers (Army), 
power projects. 

Defense Communications Board, 

Federal Communications Commis. 
sion, defense activities. 

Tennessee Valley Authority. 

Federal Power Commission. 

National Power Policy Commis- 
sion. 

Power Division, Interior Depart- 


ment. 

Rural Electrification Administra- 
tion. 
National 
Board. 

Class 5: Securities and Exchange Commis- 

sion, 
Federal Communications Commis- 
sion, nondefense activities. 
Electric Home and Farm Author- 
ity. 

The SEC, which is in the lowest cate- 
gory, is another of the Federal agencies 
which has been sent out of Washington. 
No separate classification was made for 
the FPC National Defense Power Unit. 


Resources _ Planning 





How to Keep Gas Appliances in Service 


s the relentless march of war priori- 
ties cuts down and cuts off the flow 
of utility appliances, the problem of keep- 
ing the outstanding gas ranges, gas re- 
frigerators, and so forth in operation be- 
comes a matter of primary importance 
to operating gas utilities. Soon there will 
be no more gas ranges, refrigerators, and 
so forth for sale. The few appliances that 
can be rehabilitated and resold will hard- 
ly suffice to meet the demand of a public 
which has been educated for more than 
a decade by a careful promotional mer- 
chandising effort. 

Indeed, the financial stake of the oper- 
ating gas utility is even more vital than 
the need of the average householder to 
get a new gas range in place of an older 
one every so often. Unless some kind of 
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a gas range, be it new or old, is kept in 
full and satisfactory service condition, 
the gas company is going to feel it where 
it hurts the most—on the monthly bill 
for domestic gas consumption. The same 
thing, of course, goes for water heaters 
and other gas appliances. 

To complicate this situation, a number 
of gas utilities will have to assume the 
responsibility for seeing that the most ef- 
fective type of repair and maintenance 
is established and carried on in the com- 
munity. Where gas utilities have never 
followed a merchandising policy of their 
own they will have to work out some ar- 
rangement that will insure the rendition 
of such continuous and adequate repair 
and maintenance service by independent 
plumbers and gas fitters. 
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“I DON’T WANT ANY GAS MASK—MY GAS BILL IS TOO HIGH ALREADY” 


a regardless of the mer- 
chandising policy, the current trend 
among both utilities and independent ap- 
pliance dealers is to discontinue sales or- 
ganizations with their overhead—now 
that there soon may be no more appli- 


ances to sell. And since repair and 
maintenance have frequently been car- 
ried along as a side line of appliance sales 
effort, repair and maintenance service 
will have to be reorganized to stand on its 
own feet or the main problem will not be 
solved. 

It is for this reason that the advent of 
an up-to-date handbook on gas appli- 
ance servicing is especially welcome, It 
was prepared by Professor Osborne B. 
Tabor of the Boston University College 
of Business Administration. It was pre- 
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pared and edited by a committee of en- 
gineers and service executives of the 
New England Gas Association. It would 
be somewhat out of character in this 
publication to go into the details of the 
technical treatment of gas appliance serv- 
icing which is contained in Professor 
Tabor’s book. But a brief outline of its 
contents and style will give the reader a 
rough idea of what to expect from this 
volume. 

There are seventeen chapters which 
take the gas appliance serviceman 
through all the technical experiences he 
is likely to encounter from the time he 
presses the door bell of a customer’s 
house to the time he files the work card 
with the management. The first two 
chapters deal with such items as training 
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servicemen, personal appearance, enter- 
ing and leaving the customer’s premises, 
talking with the customer, meter instal- 
lations, merchandising and_ service 
policies, operating costs, accounting and 
collection policies, and an elementary 
education on the chemistry of fuel com- 
bustion and gas manufacturing. 

The next three chapters deal with the 
anatomy of the gas utility system and 
cover such matters as pressure, distribu- 
tion, loss of molecular activity and heat, 
and the chemistry of gas combustion. 
Chapters VI to XI narrow the educa- 
tion to the gas appliance—things to 
know about burners, especially range 
burners, pilots, cocks, regulators, thermal 
expansion, and automatic range control. 


HAPTERS XII to XIV go into domes- 
tic water heating, including such 
problems as eccentric thermostats, errat- 
ic pilot valves, and the temperamental 
side-arm tank heater. The concluding 
chapter deals with househeating in a 


complete way. Gas refrigerators are not 
covered in the book because the one com- 
pany which manufactures them fur- 
nishes a complete and satisfactory sery- 
ice manual of its own. Specialized com- 
mercial or industrial appliances were 
likewise omitted for obvious reasons, 
The book is clearly printed in nontech- 
nical language with a plenitude of ex- 
cellent illustrations. 

Altogether, it is an eminently practical 
volume whose appearance is so timely 
that it should be a godsend for a num- 
ber of worried operating gas utilities 
that are trying to keep the domestic load 
up and the complaints down during the 
present hectic era. 


—F. X. W. 


Gas APPLIANCE SeERvicinc. Prepared by 
Professor Osborne B. Tabor. Published by 
the Bureau of Business Research, Boston 
University College of Business Administra- 
tion, Boston, Mass. Price, single copies 
$7.50; 2 to 20 copies $6; more than 20 copies 
$5 each. 





Cooperation Needed in Holding Company Act 
Administration 


— recent collapse of a plan to dis- 
pose of the North American Com- 
pany’s holdings of stock in Union Elec- 
tric Company of Missouri—an operating 
subsidiary—has provoked new specula- 
tion as to the administration of the so- 
called death sentence clause of the Hold- 
ing Company Act. Speculation along this 
line has been to the effect that drastic 
enforcement of §11 by the Securities 
and Exchange Commission ought to be 
suspended for the duration of the war. 

In the North American Case the par- 
ent holding company discovered that it 
would be impossible to obtain a fair price 
for stock of its operating company, al- 
though it is a sound and rapidly expand- 
ing property. What happened in this case 
may well happen again when other hold- 
ing companies attempt to comply with 
regulations of the law under the existing 
disturbed conditions. A recent editorial 
in The Washington (D. C.) Post dis- 
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cussed this situation in part as follows: 


The case for suspension of the death sen- 
tence clause has been put most convincingly 
by a New England investment trust in a 
letter of protest addressed to the SEC. 
“Not many months ago,” the letter reads, 
“the United States government advanced 
several hundreds of millions of dollars to 
the British government in order to hold up 
forced liquidation of American securities 
owned by British investors. Are not Ameri- 
can investors in public utility securities en- 
titled to at least equal treatment?” There can 
be but one answer to that question. The 
government should postpone reforms of our 
corporate set-up that require large-scale 
liquidation of holdings on an unreceptive 
war-disturbed market. 


Se problem is not an easy one and 
solution is not going to be anything 
so simple as a flat and forthright freez- 
ing order from the SEC on integration 
proceedings. 

First of all, it is exceedingly doubtful 
if the SEC could lawfully issue such an 
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order. It is under a statutory mandate 
from Congress which has neither been 
repealed by Congress nor revoked or 
suspended by the war emergency. On 
the other hand it is equally obvious that 
something has got to be done to allow 
the present management of the utility in- 
dustry to concentrate its attention on its 
own business which is so vital to the 
war effort. 

The situation is going to call for much 
more of a spirit of understanding and 
mutual trust between regulatory and 
managerial authorities than has been evi- 
denced in the past. In this respect, a little 
pamphlet, entitled “A Statement of 
Faith,” which has been circulated to some 
extent in interested quarters during re- 
cent weeks, might well prove a starting 
point for a regulatory rapprochement. 
This little pamphlet was written by 
George W. Cadmus, head of a Philadel- 
phia accounting and engineering firm of 
that name. Cadmus believes that the 
present time constitutes a trial period 
during which it can be demonstrated “to 
the Federal executive, legislative, and 
judicial trinity, and to public opinion” 


(1) whether the utility industry can set 
its house in order as provided by law; 
(2) whether there is sufficient regulatory 
power to compel compliance, if neces- 
sary ; (3) whether private ownership can 
function in the public interest in a sub- 
stantially satisfactory manner. 

Cadmus believes in the personal angle 
—that the “motives for men’s behavior 
are the things that matter most.” It fol- 
lows that management must “aggressive- 
ly dramatize its integrity” to correct pub- 
lic opinion toward management. Regu- 
lation, he says, is admittedly necessary 
to protect against the abuse of mana- 
gerial power, and, by the same token, it 
is necessary to protect management from 
unfair political attack. 


N other words, it is only through regu- 
lation that management can get a 
“clean bill of health.” Granting all this, 
it is submitted that with proper codpera- 
tion from management it is still possible 
for regulation “to avoid rulings and de- 
cisions which management might sin- 
cerely believe to be inadvisable in the 
public interest.” 
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To arrive at such an effective codpera- 
tive spirit, however, a disinterested ap- 
proach is necessary. Mr. Cadmus be- 
lieves that “no attention should be paid 
to the effect of legislation per se; 1. e., 
whether the effects are pleasing or dis- 
pleasing to us personally—changes in 
laws are often displeasing.” 

The objective is harmony for the com- 
mon good. It will be accomplished by 
neither miracle nor magic. It will be ac- 
complished by good will and common 
sense, exercised by men acting with mu- 
tual trust and enthusiasm. Elaborating 
on this necessary disinterested spirit, the 
author states his belief 


That in the utilities’ portion of the na- 
tional economy, taken in the broadest sense, 
one unity must prevail; and this is a natural 
unity of interest regardless of the fact that 
the living members of this unity may (1) 
not always agree as to decisions affecting 
directly their own apparently separate in- 
terest; and (2) not even recognize their es- 
sential unity; and may even vehemently deny 
this; but, united they are, tied up in the same 
bundle, members of the one body to the ex- 
tent that hurt to one member cannot escape 
being a hurt to all ultimately; and benefits 
accrue to all in like manner, 


What is this “unity” ? Who is included 
in it? In the order of their responsibili- 
ties, Cadmus lists four interests: (1) 
Federal and state regulation; (2) man- 
agement and employees; (3) capital in- 
vestment ; (4) consumers. The consum- 
ers are included because they pay the bills 
and make the very existence of the first 
three classes possible. But otherwise, as 
to matters of financial enterprise, they 
are mostly bystanders. Even so, their 
political force has been a paramount in- 
fluence. 


N the past they, the consumers, have 
I seen some things in the industry 
which have not pleased them. But the pic- 
ture which they have seen has not always 
been fair. 

The action of a minority has been 
taken as typical, says Mr. Cadmus, The 
fact that the utility industry has “on 
balance conferred enormous benefits on 
the national economy is rarely mentioned, 
even in utility circles.” 
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Another element, according to this 
writer, which is rarely recognized, is the 
possibility that local management and 
operating engineers would probably not 
have been found responsible for unde- 
sirable pyramiding, service charges, and 
unequal voting control had they been con- 
tinuously in charge. 

Regulation, which is now unanimous- 
ly regarded as essential, likewise has its 
responsibilities. Regulation calls for “de- 
voted public servants, men of wisdom, 
willing to accept the small material re- 
turn offered by the Republic.” Fortu- 
nately, such men are available. Unques- 
tionably the picture before the eyes of 
the customer has changed for the better, 
but regulation continues to be “the utili- j 
ties’ ultimate shield and defense.” 

Through personal contact and confer- 
ence method—the process of give and 
take—integration may still be made to 
work, in the opinion of Mr. Cadmus. But 
we require “systematic contact” with 
regulation. Management cannot permit 
differences to arise over minor matters, 
certainly not over major matters. Man- 
agement must include in its way of life 
provision for systematically making 
available to regulatory authorities knowl- 
edge of economics and finance which has 
been found practicable in utility opera- 
tions. 

The writer visualizes regulation as a 
sort of head of the family with man- 
agement, a part of the family, sympathet- 
ically achieving a practical obedience to 
utility legislation. 


UMMING up, Mr. Cadmus finds that 
management must look four ways 
simultaneously : 


First—To regulation, because favorable 
or unfavorable publicity will emanate there- 
from; and lawful orders. 

Second—To consumers, because custom- 
ers are the only people from whose support 
our continuance is possible. P 

Third—To owners, who can replace us if 
we do not satisfy the first and second above. 

Fourth—To those who work with us every 
day, because they will know before anyone 
else if we are efficient, and because manage- 
ment cannot effect results without the sub- 
a liking and respect of the rank and 

e. 
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“SO! HIROHITO’S LITTLE FACT-FINDING COMMITTEE!” 


Chronicle of a Manufacturing Dynasty 


ECAUSE of the prominence of the 
Bartiett-Hayward Division of the 
Koppers Company in the gas manufac- 
turing industry, a recent volume setting 
forth the history of that century-old or- 
ganization should be of interest to those 
concerned with the regulation and oper- 
ation of public utilities. The book was 
prepared by Ferdinand C. Latrobe for 
employees of the company, under the 
direction of Walter F. Perkins, vice 
president of the Koppers Company and 
manager of the Bartlett-Hayward Divi- 
sion. Chapters V, VI, and VIII are de- 
voted entirely to gas plants. 
The book is so unlike similar volume 
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treatment of individual industrial or- 
ganizations—so informal, quaint, and 
chatty—that it makes entertaining read- 
ing even for those who have had no 
special reason to become familiar with 
the famous Baltimore branch of the Kop- 
pers Company. 

For example, much of the discussion 
is devoted to the sporting taste of its 
founders—a taste epitomized by the two 
black cast-iron dogs which stand guard 
outside the portals of the Bartlett-Hay- 
ward building in Baltimore. These 
statues are likenesses of Sailor and 
Canton, names of the two Newfoundland 
dogs brought to Maryland in 1845 to 
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mix with local breeds and found the 
famous line of Chesapeake retrievers— 
the world’s best amphibious hunting dog. 
The activities of the Haywards and 
Bartletts and later members of the firm 
in breeding Chesapeake retrievers and 
enjoying their sporting companionship 
are recounted along with such surprising 
information as how, when, and where 
to shoot wild ducks; also, how to cook, 
serve, and eat them. Similar information 
is given concerning other succulent 
Maryland delicacies, such as Tangier 
oysters and Diamondback terrapin. 


B uT not all of the informal charm of 
“Tron Men and Their Dogs” has to 
do with the capture and disposal of wild 
game and seafood. There is much of 
historical interest in the business activi- 
ties of Bartlett-Hayward. It was in 1832 
that George M. Hayward emigrated 
from New Hampshire to Baltimore to 
enter the stove business. The early firm 
of Hayward & Friend, stove makers, 
gave way to Hayward & Company in 
1840, and later, 1848, to Hayward, Bart- 
lett & Company. 

It was this organization which brought 
out in 1846 the celebrated Latrobe stove, 
less well known as the Baltimore heater 
and predecessor of the hot air furnace. 
The inventor was a lawyer, H. B. Lat- 
robe, the counsel for the Baltimore & 
Ohio Railroad. Latrobe’s original idea 
was simply to surprise his wife upon her 
return from a winter’s visit to her fam- 
ily’s home in Natchez, to which she an- 
nually retreated from the rigors of the 
Baltimore climate. Latrobe became a 
household word in residential heating 
around the turn of the century and is 
still in use in some of the older and 
smaller homes in the East. 

The name of Bartlett entered the 
business when David L. Bartlett, who 
had formerly made stoves in New Eng- 
land, moved to Baltimore and became a 
partner in the business. The business of 
the company also expanded with the iron 
age that centered in Baltimore during the 
middle Nineteenth century. It was an era 
not only of stove building and larger 
heating apparatus, but railroad building, 
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architectural iron works, and quaint 
ornamental iron works—of which we see 
so many interesting relics today. 

The statues of Sailor and Canton are 
merely typical of the thousands of dogs, 
deer, elk, grill-work summer houses, and 
countless other Victorian iron images 
and structures which dotted the lawns, 
parks, and estates of the gay nineties, 
The famed glass and cast-iron Crystal 
Palace in London, which succumbed to 
a Nazi bomber during the current war, 
was a product of the wrought-iron skill 
that became a specialty of Hayward and 
Bartlett. 


1880 a reorganized Bartlett, Hay- 
ward & Company, having done much 
to build up the railroad system of the na- 
tion through its manufacture of locomo- 
tives, turned to the rapidly expanding 
gas utility field of that day. During that 
year they turned out a water gas plant 
for the Spanish American Light & 
Power Company in Havana, Cuba. 
They have been at this business ever 
since. During that time this organiza- 
tion has built 541 water tank gas hold- 
ers, including many of the largest gas 
holders in the world, with a combined 
capacity of 76,911,061 feet. The first 
holder was built under the supervision 
of Thomas J. Hayward and George B. 
Geddes, who proceeded under the “rule 
of thumb” with no guidance but an an- 
cient set of English drawings imported 
for a structure built in 1847. 

Subsequent events of the nation led 
the organization into still different indus- 
trial fields. Sugar beet refining, muni- 
tions and ordance in World War I, the 
fast self-aligning coupling for railroads, 
the waterless gas holder of more recent 
years, electric welding, bronze alloy 
founding, and, of course, the company 
is naturally heavily engaged in war 
orders for munitions and ordnance in 
the present war effort. The company be- 
came reorganized as a division of the 
Koppers Company in 1936. 


Iron MEN AND THEIR Docs. By Ferdinand 
C. Latrobe. 1941. 225 pages. Published by 
Ivan R. Drechsler, Baltimore, Md. Price, 


$4.50. 
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The March of 
Events 


Told to Save Electricity 


Le government officials in Washington and 
in the field were asked by President 
Roosevelt on March 6th to conserve electricity 
for the war effort by using lights only for es- 
sential operations. He said he, himself, was 
saving both work and expense by issuing the 
request through the press rather than in the 
form of an executive order. 

He told a press conference he also would 
like to have reports on how much power could 
be saved by watching electric lights in govern- 
ment buildings throughout the country. Quite 
anumber of complaints have reached him, Mr. 
Roosevelt asserted, to the effect that govern- 
ment buildings in which there was no night 
work were lighted up after dark. 

“How about civilian saving?” he was asked. 

The same thing applies, the President re- 
plied. But when he was asked about using 
power for night baseball games—he recently 
recommended more night games—the Presi- 
dent remarked that certain things related to 
morale ought to continue. If the people attend- 
ing bail games all turned out their lights at 
home, he said, the saving would go a long 
way to offset the power consumed in light- 
ing ball parks. 


Sharply Cut Waterways Bill 
Proposed 


EPRESENTATIVE Dondero, Republican of 

Michigan, on March 4th asked Congress 
to shelve a billion dollar rivers and harbor 
authorization bill and approve instead _legis- 
lation to authorize works to cost $400,000,000 
which he said the War Department had rec- 
ommended for national defense. Dondero’s 
bill includes the St. Lawrence seaway-hydro- 
poor development estimated to cost $280,- 


_ Dondero said all the works in his bill were 
included in the broader measure introduced by 
Chairman Mansfield, Democrat of Texas, of 
the House Rivers and Harbors Committee. 

“The bill I have introduced,” said Dondero, 
“reduces the omnibus bill by approximately 
$550,000,000. The purpose of introducing my 
bill is to eliminate any controversial projects 
in the omnibus bill, some of which have been 
hereto rejected by Congress. This bill is in 
harmony with the President’s suggestion in his 
veto message of the rivers and harbors bill of 
May 21, 1940.” 
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At that time President Roosevelt vetoed a 
bill because it authorized nondefense projects. 

Except for the St. Lawrence development, 
the $28,000,000 Clarks Hill Reservoir, Georgia, 
and the $34,509,000 East River, New Jersey, 
channel, more costly projects in the omnibus 
bill would be eliminated by Dondero’s meas- 
ure. 


New Rail Board Proposed 


RESIDENT Roosevelt was said recently to 

favor a railway labor proposal that he 
establish a permanent War-time Emergency 
Fact-finding Board which would take over ef- 
forts to settle disputes between the railroads 
and their 1,200,000 employees if and when con- 
ciliation efforts by the National Mediation 
Board failed. 

The plan was put before the President at a 
White House conference on March Sth by T. 
C. Cashen, president of the Railway Labor 
Executives Association and head of the 
Switchmen’s Union of North America, and 
B. M. Jewell, president of the American Feder- 
ation of Labor’s Railway Employees Depart- 
ment. 

Creation of a single “super” board of three 
members to handle all war-time railway labor 
disputes, sponsors of the plan say, would lend 
a degree of stability to labor relations in this 
industry and bring them into conformity with 
the administration’s plan for handling all other 
labor disputes through the National War 
Labor Board. In the past the President has 
appointed separate fact-finding boards for 
each important dispute which threatened to tie 
up essential transportation services. 

Submission of a dispute to an emergency 
presidential board serves automatically to pre- 
vent strike or lockout action for sixty days, 
since the Railway Labor Act forbids either 
party to invoke his economic weapons during 
the 30-day period in which the board is in- 
vestigating the case and for thirty days after 
the report has been made public. 

The theory behind the waiting-period pro- 
vision is that public opinion would force the 
dissatisfied party to abide by the recommenda- 
tions of the emergency board, although ac- 
ceptance is not required. 


Power Line Approval Assailed 


ey House Military Affairs Committee, in 
a formal report on March 5th, charged 
that approval by the War Production Board 
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of the construction of electric transmission 
lines in Arkansas, Louisiana, and Texas con- 
stituted “a reckless disregard for the conserva- 
tion of critical war materials.” The WPB 
had OK’d a proposal advanced by the Rural 
Electrification Administration. 

The report, based on a subcommittee inves- 
tigation of the national defense program, dealt 
solely with charges made in the House that the 
REA was wasting power capacity, vital cop- 
per, and violating conservation orders of the 
SPAB and its successor, the WPB. 

Severely criticizing REA “duplication” of 
existing transmission lines, the report de- 
scribed the activities of OPM General Counsel 
John Lord O’Brian and J. A. Krug, head of the 
WPB Power Branch, as tantamount to “sabo- 
tage of the effort to prevent waste of critical 
materials.” 

Krug, who appeared as a witness before the 
investigation, was charged with five misstate- 
ments of fact in his testimony, including an 
estimate that the Arkansas-Louisiana project 
would use only 250,000 pounds of copper, 
whereas the application for priorities asked 
for 3,358,400 pounds. 

The report stated that the Arkansas-Louisi- 
ana project and a proposed transmission line 
in Texas would have been rejected by local 
power authorities, but REA contended the 
lines were necessary to transmit power to de- 
fense installations. 

Of the Texas project, the report declared, 
“in brief, it is proposed by the Rural Elec- 
trification Administration to build transmis- 
sion lines now, from a generating plant that 
does not exist, to customers that are now be- 
ing served.” 

The committee split, 17 to 8, on the report, 
which was drawn up by a subcommittee headed 
by Representative Faddis of Pennsylvania, but 
most of the dissent arose from the fact that 
neither REA officials nor Donald M. Nelson, 
the War Production Board’s chairman, had 
been called to offer answers to the charges 
against them. 

The majority said that Mr. Krug had shown 
a “tendency to state only part of the facts,” 
and charged that this was “calculated to mis- 
lead the committee and hinder its effort to as- 
certain the facts.” It said that he had assumed 
“indifference and superiority” in connection 
with the matter under investigation. 

The principal minority report, signed by 
seven committee members, did not defend Mr. 
Krug, but declared its belief that “had more 
extensive hearings been held permitting Mr. 
Nelson and other interested parties to appear 
before the committee, much of the criticism 
that is contained in the committee report might 
have been obviated.” 

When the majority report was put before 
the House, Representative Winter of Kansas 
asserted that the subcommittee’s record 
showed an “attitude and a philosophy toward 
the war by a shockingly widespread group of 
key power officials in the Federal government 
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which would indicate that Communist of 
planned state ideology is paramount in theis 
minds to the necessity of winning the war.” 

Representative Rankin of Mississippi de 
fended the REA and urged members to read 
the minority reports. 


Three REA Aides Punished 


disciplined, and a third removed for their part 
in the submission of inaccurate personnel in 
formation to a congressional committee. 

This was disclosed early this month whe 
the Appropriations Committee, in reporting the 
big agricultural appropriation bill to the 
House, made public the record of hearings 
held before its subcommittee. 

Representative Dirksen, Republican of II- 
linois, a member of the subcommittee, read 
excerpts from a letter to Subcommittee Chair- 
man Tarver in which Secretary Wickard re- 
ported he had sent a “severe letter of repri- 
mand and warning” to Mr. Craig, had ordered 
suspended for thirty days and assigned to 
other duties W. Lyle Sturtevant, budget of- 
ficer, and had brought removal charges against 
Kendall Foss, REA information chief, 

In a subsequent letter, Mr. Wickard re- 
ported he had ordered Mr. Foss removed, ef- 
fective January 30th last. Mr. Dirksen said 
Mr. Foss is now working in another govern- 
ment agency, the Economic Warfare Board. 


Power for Plants 


HE War Production Board acted late last 

month to assure sufficient supplies of 
power to war industries in the Buffalo, 
Niagara Falls, and western New York indus- 
trial areas in event of breakdowns or power 
shortages developing from other causes. Ina 
limitation order affecting industrial users of 
power in the section mentioned, the govera- 
ment agency issued an order which can be in- 
voked whenever occasion arises. 

The curtailments provided do not affect 
household consumers. Specifically, the order 
provided : Mandatory integration of power sys- 
tems to develop maximum use of power re- 
sources when needed to relieve shortages in 
the Niagara Falls frontier area. ‘ 

Mandatory operation of generating equip- 
ment owned by industrial consumers to relieve 
the power shortage. : 

Mandatory reduction up to 50 per cent m 
the power demands of large power consumers 
(with demands over 200 kilowatts) who are 
not engaged in war production or essential 
civilian services. This reduction is made dur- 
ing periods of power shortage only when the 
availability of power supply is insufficient to 
meet the demand after the steps mentioned 
above have first been taken. 
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Mandatory reduction on a pro rata basis 
inthe power demands of large industrial users 
at Niagara Falls. This step is taken only after 
the first three above steps. 

Mandatory restrictions upon the connection 
of new large industrial consumers with de- 
mands exceeding 100 kilowatts and upon ex- 
gansion of loads of existing consumers. 

The order was necessary because under cer- 
tain combinations of lake level, air tempera- 
ture, wind, steam condition, and ice, the supply 
of water in the Niagara river is reduced, re- 
sulting in a substantial, though temporary, 
reduction in the generation of electric power. 
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The order also was designed to take care of 
emergency breakdowns. 

The order affected the operations principal- 
ly of the Niagara Falls Power Company, Buf- 
falo Niagara Electric Corporation, Niagara, 
Lockport & Ontario Power Company, New 
York State Electric & Gas Corporation, and 
— Gas & Electric Company, it was 
said. 

However, all other electric utilities that are 
interconnected with these may be called upon 
to make power available. These include those 
operating in New York, New England, 
Pennsylvania, and New Jersey. 


Arkansas 


FPC Order Upheld 


= United States Circuit Court of Appeals 
on March 3rd upheld the Federal Power 
Commission’s order terminating the license of 
the Arkansas Power & Light Company for 
construction of the proposed $6,100,000 Blake- 
ly dam on the Ouachita river near Hot Springs, 
Arkansas. 

In arguments before the court last Decem- 
ber, counsel for the commission contended 
that the company was merely seeking to es- 
tablish “squatter’s rights,” and that the com- 
pany was “playing the part of a dog in the 
manger, not wanting to complete the project 
itself and seeking to prevent others from do- 
ing so. 

Much of the power supplied to the com- 
pany’s customers, the commission contended, 
was obtained from the Tennessee Valley Au- 
thority because it was more profitable for 
the company to supply TVA power than to 
construct the Blakely dam. The company con- 
tended the commission’s action was arbitrary 
and unreasonable, and said in evidence of its 
good faith that it had spent $1,600,000 on the 
project. 

The commission’s termination order was is- 
sued effective last September Ist following a 
series of extensions of the time clause in the 
ay license. The license was first issued 
in 1923, Federal law requires work on such 
projects to be begun within two years after 
issuance of the license. 


Wants AVA Flood Agency 


ON pec of the state Flood Control Com- 
mission said recently they would endorse 
the Arkansas Valley Authority bill pending in 
Congress if its authors would amend it to 
stress flood control instead of generation of 
power, 

They also recommended that United States 
engineers serve in an advisory capacity to the 
authority. The measure, sponsored by Con- 
gressman Clyde T. Ellis of Bentonville, would 
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create a government-financed agency similar 
to the Tennessee Valley Authority. 

Secretary W. C. McClure said the commis- 
sion had adopted a resolution calling on the 
Federal government to construct Blakely dam 
on the Ouachita river near Hot Springs. 


Allowed to Sell Properties 


HE state utilities commission on March 

3rd authorized the West Memphis Power 
& Water Company to sell its electric gener- 
ating plants and distribution system in and ad- 
jacent to Hampton, Harrell, and Banks to the 
Ouachita Rural Electric Codperative Corpora- 
tion. 

Sale of the properties was authorized after 
the town of Hampton withdrew its interven- 
tion in the case and asked that the sale be ap- 
proved. No protests were received from Har- 
rell or Banks. 

The commission authorized the Ouachita 
Rural Electric Codperative Corporation to ex- 
tend its facilities to serve customers in the 
three towns and in the areas of Calhoun coun- 
ty and the west half of Bradley county in 
which the West Memphis utility formerly was 
authorized to operate. 


Higher Gas Rate Appealed 


= Arkansas Smelting Company appealed 
to the Pulaski Circuit Court on March 
6th an order of the state utilities commission 
authorizing the Twin City Pipe Line Company 
of Fort Smith to increase its gas rate to the 
company’s Van Buren smelter approximately 
20 per cent. 

The smelting company alleged the higher 
rate authorized by the commission was “un- 
just, unwarranted, and discriminatory” in that 
it required the smelting company to pay a 
higher rate for natural gas “than any other 
industrial consumer using a comparable 
amount of gas.” 

The order of the commission of December 
31, 1941, authorized the Twin City Pipe Line 
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Company to increase its rate to the smelting 
company from an average rate of 10.2 cents 
per thousand cubic feet to an average of not 
less than 12 cents, the petition said. Under 
the order the company was authorized to 


charge 15 cents per thousand cubic feet for 
the first 3,000 cubic feet consumed, 13 cents 
for the next 27,000 cubic feet, 12 cents for the 
next 30,000 cubic feet, and 11 cents for all gas 
consumed above 60,000 cubic feet. 


California 


Bus Trend Halted 


i a sweeping reversal of policy to meet 
war-time restrictions, the state railroad 
commission recently announced that until the 
full effect of rubber rationing is determined, 
no abandonment of rail passenger operations 
in favor of bus transportation will be per- 
mitted. 

The change of policy, which affects chiefly 
municipalities like Los Angeles and its sur- 
rounding areas, was made to conserve rubber 
stocks. “Until the full effect of the tire short- 
age is determined,” the commission’s procla- 
mation read, “no bus operations will be au- 
thorized in lieu of rail transportation.” 

Among petitions for just such changes in 
this area and now due for denial was one filed 
by the Los Angeles Railway Corporation for 
permission to abandon some of its rail trajec- 
tories on the “W” line in favor of bus service. 

Applications of the Pacific Electric Railway 
Company for abandonment of three bus lines 
in the San Fernando Valley were denied on 
March 3rd by the Los Angeles Board of Pub- 
lic Utilities and Transportation. The action 
was taken on the ground that no substitute 
operator of responsibility had offered to take 
up the service and the board denied the appli- 
cation of P, C. Cross to establish a substitute 
bus line on the ground he had not shown 
financial ability. 


Rationing Trolley Rides Next 


ATIONED rides on street cars and whole- 
R sale swapping of jobs by defense workers 
may be just around the corner as Los Angeles 


struggles to cope with the worst transporta- 
tion problem in America. 

While spokesmen for the Pacific Electric 
Railway on March 2nd petitioned the state 
railroad commission for an emergency order 
permitting it to up fares on trolleys and busses 
to meet “increased costs of labor and ma- 
terials,” Mayor Bowron suggested two policies 
to the city defense council. They were: 

1. Staggering of working hours of mass 
employment crews, including public depart- 


ments, to make available traction equipment § 


carrying maximum pay loads. 

2. Wholesale swapping of jobs by aircraft 
and other defense workers to reduce the aver- 
age distance between work and homes. 

Frank Karr, counsel for Pacific Electric, 
told the commission that if the tire situation 
makes it imperative for the company to aban- 
don less important bus lines, it might result 
in a rationing-of-rides program to insure that 
defense and other vital workers may continue 
to report at their jobs. 

Karr added that in his opinion passengers 
using the traction company facilities would not 
object to paying increased fares if such in- 
creases were necessary to maintain adequate 
service. He warned that if the company is 
denied permission to increase rates it might 
find it absolutely necessary to make ends meet 
by curtailment of service. 

Pacific Electric also has pending a petition 
for permanent increases. It has asked for in- 
creases from 5 cents to 6 and 7 cents in local 
fares. For interurban fares, increases averag- 
ing 10 per cent are sought. In addition, the 
company seeks permission to discontinue the 
sale of $1.50 weekly passes. 


Georgia 


Utility Investment Ruling Asked 


we McDonald, chairman of the state 
public service commission, ogee re- 
— a conference with officials of the 
eorgia Power Company on plans for pro- 
tecting the large investments of the utility 
companies that are required to install costly 
equipment for defense industries that will not 
be permanent after the war. 
“Some special rulings are obviously neces- 
sary to protect the large investments of the 
various utilities that must be made to serve 
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the temporary loads,” McDonald wrote Presi- 
dent P. S. Arkwright, “and I would like to 
consider the solutions of this problem of in- 
vestment that have been tried elsewhere, and 
those of which you have undoubtedly given 
such thought.” 

At the same time McDonald said he wanted 
to take up the question of how much excess 
electrical power had been made available by 
interconnections with other systems, as well as 
the company’s construction program and the 
emergency problems confronting the utility in- 


dustry. 
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Kentucky 


Told to Notify TVA 


ayors of six Kentucky cities were re- 
M ‘ently notified that acquisition of Ken- 
tucky-Tennessee Light & Power Company 
facilities without consultation with the Ten- 
nessee Valley Authority might prevent the 
Federal agency from serving them. W. L. 
Sturdevant, director of information for the 
agency, announced Gordon R. Clapp, TVA 
general manager, had anes the mayors 
that “We feel it our responsibility to make clear 
to municipal officials and the public that we 
are not participating in these negotiations, 
that we have received no official notice of 
them, and that acquisition of these facilities 
without consultation with TVA to codrdinate 
TVA plans . . . may make it impossible for 
TVA for the indefinite future to serve this 
area.” 


The telegram was sent mayors of Bowling 
Green, Mayfield, Murray, Hopkinsville, 
Guthrie, and Scottsville. 

Clapp also stated that Kentucky newspapers 
had reported that Associated Gas & Electric 
Company, parent concern of the Kentucky- 
Tennessee, had designated certain bond houses 
to represent them in the possible sale of power 
facilities, “and are attempting to persuade 
municipal officers that cities should, immedi- 
ately and without popular referendum, buy 
these properties . . . on the basis of a negotiated 
price. 

“Some press reports have referred to this 
as a step toward TVA power. This is not 
the fact. TVA has no interest in this trans- 
action if officials and the people of the area 
understand that it is not a move in the interests 
of securing TVA power and if they approve 
acquisition of properties . . . on that basis.” 


* 
M ichigan 


To Build City Utilities 


i Bier largest expansion of Detroit’s munici- 
pally owned public utilities ever under- 
taken in one year will be financed by the Fed- 
eral government as a part of its program for 
45,000 defense homes in Detroit. 

A program of water supply expansion to 
cost at least $7,000,000 will be necessary in ad- 
dition to fire, school, sewer, and other de- 
velopments. 

Laurence G. Lenhardt, general manager of 


the Detroit Department of Water Supply, re- 
cently was given assurance that the govern- 
ment would put up the entire cost of the water 
extensions after conferences with officials of 
the Army and Navy, the National Resources 
Planning Board, and the Works Progress Ad- 
ministration. 

The problem of furnishing light and gas to 
the defense homes, problems of the Detroit 
Edison Company and the Michigan Consoli- 
dated Gas Company, had not been taken up by 
the government. 


Missouri 


Utilities Balk on Taxes 


ype St. Louis County Gas Company has 
refused to pay 35 per cent of a $60,203 
school tax bill for 1940 in seven school dis- 
tricts in the county, and six other public utili- 
ties and railroads have refused to pay 43 per 
cent of a $37,942 tax bill for the same year, 
to be distributed among all the county school 
districts, it was shown in a recent check of 
the tax books. 


The gas company and the other utilities and 
railroads based their refusal to pay on the 
ground that that part of the school tax levied 
for building-fund purposes is not being so 
used but is being diverted for general school 
expenditures. The contested taxes total $37,- 
778. The gas company has offered to pay $38,924 
of its bill, but Collector Willis W. Benson has 
refused to take a part payment. He has like- 
wise refused the offer of six other utilities 
and railroads to pay $21,443 of their bill. 


Nebraska 


State Questions Sale 


[ma right of the Consumers Public Power 
District to purchase the Western Public 
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Service Company assets situated within the 
city of Scottsbluff will be challenged in the 
state supreme court by Attorney General 
Johnson in a quo warranto action. Action was 
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taken at the request of the people of that city, 
filed with Governor Griswold, who suggested 
the action to the attorney general. 

The action is based on the fact that at the 
1939 legislative session an amendment was 
passed to the enabling act under which Con- 
sumers operates. This amendment prohibits 
purchase by a power district where any city 
or village, for a year previous to the passage 
of the amendment, has been purchasing cur- 
rent from any generating plant of the United 
States. Exception is made only where the 
amount of current supplied to a municipality 
is produced in the government plant and used 
by the municipality. 

The issues to be presented to the court are 
whether the 90-day notice to municipalities be- 
fore a sale could be concluded applies to the 
transaction in the form in which it was made, 
that of a stock rather than property purchase; 
and whether the 15 per cent clause applies, the 
dispute being over how this percentage shall 
be computed. 


Court Asked to Uphold Right 


TTORNEYS for the Loup River Public Power 

project asked the state supreme court on 
March 6th to overturn the finding of District 
Judge Chappell that it was not entitled to re- 
lief sought in an injunctive action against the 
North and Middle Loup Public Power dis- 
tricts because it had an adequate remedy at 
law and because the court had no jurisdiction 
over the subject matter. 


Twenty-nine reasons were listed why th 
relief should not be granted. In 1934 Loy 
River was granted an appropriation of wate 
of the Loup river, not. to be exercised unti 
after North Loup had used 38,000 acre fee 
and Middle Loup 45,000 feet. On the basis 0 
that grant $12,000,000 was invested in gene 
ating plants. It was- charged that the twé 
irrigation districts have been taking mor 
than they were entitled to and that the state 
officers not only permitted but aided them td 
do so. 


Asks Electric Rate Opinion 


— Viren of the state railway com 
mission was directed by that body recentl 
to obtain an opinion from the state attorne 


and rural areas served by private, public, and 
Consumers power districts. 

In S. F. 310, enabling act under which the 
Consumers District was organized, the com 
mission is stripped of all jurisdiction as to 
rates and service in any of the municipalities 
served, whereas the general law under whi 


farm patrons, gives it authority over-all in- 
corporated towns and rural areas, 

The commission recently received requests 
for action from several villages interested in 
lower rates. 


New York 


Waterway Condemned 


"enronegsina-aard of the proposed St. Law- 
rence waterway and power project was 
voted by New York Chamber of Commerce 
despite opposition which branded the action 
as a “distinct service to Hitler and a tragic 
disservice to the United States of America.” 
By a resolution, the chamber endorsed a pro- 
posal introduced in the legislature by As- 
semblyman Frank J. Caffery, Democrat, Buf- 
falo, to ask Congress to reject the project. 

Maurice P. Davidson, a trustee of the New 
York State Power Authority, led opposition to 
the resolution, asserting the development was 
urgently needed for production of aluminum. 
Without it, he said, the enemy would benefit. 

Borden Spaulding, chairman of the cham- 
ber’s executive committee, declared the proj- 
ect was “economically unsound” and that 
power might be obtained quicker and more 
cheaply from other sources. 


State Commission Report 


HE state public service commission re- 
ported to Governor Lehman and the state 
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legislature on March 2nd in its statement of 
its activities in 1941 that fifty-one municipally 
owned electric plants in the state were in 
sound financial and operating condition. 

Recently the commission completed the ex- 
amination of property and accounts of twenty- 
three municipal plants for which determina- 
tions have been made. This revealed that these 
utilities up to March 31, 1936, had accumulated 
total net earnings of $3,650,419 after deducting 
all expenses, and have turned over $1,830,458 
to the operating municipalities and have sur- 
pluses amounting to $1,819,961. i 

In addition, rates have been reduced, with 
savings to customers of more than $1,390,000. 

Refunds as high as 20 per cent have been 
made to customers in recent years, according 
to the report. The commission, however, 1s op- 
posed to this method of distribution of excess 
earnings. 

It emphasized that rate reductions should 
be made if the earnings are excessive for any 
substantial period. ‘ 

The commission also reported progress in 
the year in valuation work on privately own 
public utilities, involving determination of 
original cost and establishment of continuing 
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“rds of property amounting to several bil- 
ms of dollars. 

Work has been completed on several utili- 

sin the metropolitan district, including the 

»oklyn Union Gas Company, the Brooklyn 

Gas Company, the New York & 

Gas Company, and the New 

pchelle Water Company, with important ad- 


The report revealed that in 1941 reductions 
electric rates saved consumers in the state 
166,000. It added that total reductions for 
period in electric, gas, telephone, water, 
4 steam services amounted to $2,235,500. In 
0-year period, 1931-1941, reductions in an- 
ul utility revenues totaled $68,819,000. 

All electric power stations in New York city 
ni Westchester county are now intercon- 

ed and ready for any war emergency, ac- 
nding to the report. The only utilities not 

connected with other systems in the city, 
report disclosed, are the Long Island Light- 
~¢ Company and the Staten Island Edison 
ympany. 

The commission was said to be working out 
hterconnection of gas plants in Brooklyn, 
Nueens, and the Bronx. Engineering surveys 
ave been made and the interconnection proj- 


tle for war emergency use. 


Rate Increase Authorized 


r state public service commission on 
March 7th decided to permit the Central 
New York Power Corporation to increase rates 
Hout $350,000 annually on condition that the 
wmpany repay consumers if the rise is found 
injustified. 

The action was recommended by Commis- 
ioner Neal Brewster, who is investigating the 
wmpany’s proposal to increase gas rates in 
Wracuse and adjacent communities by about 
66,000 a year. 


Fare Increase Looming 


HE threat of an increased rapid transit 

fare came close on March 5th when 
budget Director Kenneth Dayton reported that 
tty departments and agencies had asked for a 
tal of $620,580,000 for next year, an in- 
tease of $46,840,000 over the 1941-42 budget 
of $573,740,594, 

Although Mr. Dayton made no reference in 
tis report to recent proposals to increase the 
tansit fare to 10 cents, with two rides for 15 
tents, the $46,000,000 increase he mentioned 
tovetails almost exactly into the $45,000,000 in 
mcreased revenue that is expected if the 
transit fare rises. 

Paul Windels, former corporation counsel 
mder Mayor LaGuardia, suggested the in- 
teased fare on January 11th in his capacity 
chairman of the Committee of Fifteen. The 
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committee made its recommendation with 
specific reference to the city budget, which 
goes into operation July Ist of this year, and 
offered the higher fare as an aid to balancing 
that budget. . 


Utility Tax Law Change Banned 


Fae C. Bang, chairman of the public 
utilities committee of the Real Estate 
Board of New York, announced on March 
6th the receipt of advice from Albany that 
the appellate division of the supreme court, 
third department, had, by a 4-to-1 decision, 
invalidated the amendment to the state utility 
tax law passed at the last session of the state 
legislature levying a tax on submetering by 
building owners, which had been made retro- 
active for four years. 

The decision of the appellate division was 
rendered in the matter of the Lacidea Realty 
Corporation against the state tax commission, 
a test case sponsored by the public utilities 
committee of the board, which challenged the 
constitutionality of the act on several grounds. 


Blackout Orders Issued 


| gonna? orders affecting all forms of ex- 
terior illumination in New York city were 
issued on March 6th by Patrick Quilty, com- 
missioner of Water Supply, Gas and Elec- 
tricity, who also took steps to control lights 
inside buildings so that they cannot be seen 
from the street. 

At the same time Mayor LaGuardia dis- 
closed that he would inspect 300 air-raid units 
on the East River drive between Eighteenth 
and Thirty-fourth streets. The mobilization of 
these crews is intended to give New Yorkers 
a first-hand view of services organized in the 
fields of gas decontamination, demolition, road 
and sewer repair, and repair of public utilities. 
Composed of city employees and specially 
trained workmen of the major utility com- 
panies, the units are manned by about 5,000 
men. 

Mr. Quilty’s regulations on illuminated signs 
and lights in buildings followed the mayor’s 
announcement on March Ist that all outdoor 
signs not wired for immediate blackout must 
be extinguished at night. 

The rules cover “all exterior illumination, 
such as illuminated signs, exterior surfaces 
of structures, ground areas, devices, billboards, 
private ornamental lighting, and insignias.” All 
lights inside and outside buildings that are 
visible from the street must be extinguished 
at the close of each business day, unless some 
person remains on duty with responsibility for 
turning off the lights. Time clocks, switches, 
and apparatus intended to be operated by air- 
raid wardens are not considered adequate by 
city officials. 

A bill exempting New York city from liabil- 
ity for accidents or injuries suffered by pas- 
sengers on the city’s subway lines during a 
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blackout or other emergency periods was in- 
troduced in the state legislature on March 5th 
by Senator Coudert and Assemblyman Mit- 
chell, Manhattan Republicans. 

The measure, carrying the approval of 
Mayor LaGuardia, is modeled after the prac- 
tice in England since the start of the war. 

It had been already announced that rail- 
roads, busses, and other transportation agen- 
cies would continue to operate except during 


periods of direct attack. Under blackouts ap 
other emergency situations, sudden stops ap 
possible collisions might occur, and the spog 
sors of the legislation believe that such risk 
arising out of these possible mishaps shoul 
be assumed by passengers instead of the operg 
tors of transportation lines. In addition ¢ 
the New York city bill, they also introduce 
a statewide measure carrying out the sa 

purpose. 


5 
Ohio 


Cooperatives Get Loan 


ee northern Ohio rural power codpera- 
tives will receive $3,036,000 from the Fed- 
eral government to purchase distribution lines 
serving 7,000 customers and to build additional 
lines after the war. 

The Rural Electrification Administration 
announced it was lending $1,100,000,000 to buy 
the distribution facilities of three private con- 
cerns and $1,924,000 for 1,280 miles of new 
lines to supply 3,000 families now without 
power. These lines would be erected in the 
post-war period when critical materials again 
become available. 

Lines will be purchased from the General 
Utilities Company, Western Reserve Power 
& Light Company, and the New London Power 
Company, now serving consumers in Allen, 
Ashland, Hancock, Henry, Huron, Lorain, 
Medina, Putnam, Seneca, Van Wert, Wayne, 
and Wood counties. 

The codperatives receiving the loans were: 
Holmes Rural Electric Codperatives, Inc., 
Millersburg, $269,000; Midwest Electric, Inc., 
St. Marys, $329,000; Paulding-Putnam Elec- 


tric Cooperative, Inc., Paulding, $538,000 
Lorain-Medina Rural Electric Codperatiy 

. Wellington, $671,000; North-Cent 
Electric Codperative, Inc., Attica, $96,000 
Tri-County Rural Electric Codperative, Inc 
Napoleon, $261,000; Firelands Electric Co 
Operative, Inc., North Fairfield, $308,000; an 
Hancock-Wood Electric Codperative, In 
North Baltimore, $564,000. 


To Issue Railway Bonds 


Pipe grees a 6-year traction war, advocated 
of municipal ownership of the Clevelan 


of the Cleveland Railway Company. 

Legislation passed by the council authorize 
issuance of $17,500,000 mortgage revenu 
bonds with which stock of the railway com 
pany will be purchased by the city at $45 
share. 

Stockholders of the company had previ 
ously registered their approval of the sale td 
the city at a special meeting last Novembe 


Pennsylvania 


Natural Gas Rates Cut 


HE Peoples Natural Gas Company, of 

Pittsburgh, on March 5th was directed by 
the state public utility commission to cut rates 
to 150,000 customers in 13 western counties 
and to pay reparations totaling more than $3,- 
500,000 on 1940 and 1941 bills. The commis- 
sion’s order becomes final in thirty days unless 
the company files exceptions. 

The reparations, totaling $1,900,000 for 1940 
and approximately the same amount for last 
year, are to be paid in ninety days. 

The order culminated a rate inquiry which 
started in 1937. At the height of that investi- 
—_ the company increased its rates July 1, 


“Rates are prescribed for the future which 
will be materially below the current rates to 
small users, and probably below the rates 


MAR. 26, 1942 


which were in effect until July 1, 1940,” th 
commission said of its order. The new rat 
and reductions were not immediately an 
nounced. 

The order found that the original rate 
were “not unreasonable for 1939 and prio 
years,” but added they had “become so b 
reason of increased sales experienced by thé 
company in later years, particularly to indus 
trials and to the New York Natural Gas Cor 
poration, an affiliated interest.” ; 

The company serves consumers in_Alle 
gheny, Armstrong, Beaver, Blair, Butle 
Cambria, Clarion, Fayette, Greene, Indian 
Lawrence, Washington, and Westmoreland 
counties, 

Edward M. Borger, president of the com 
pany, announced an appeal would be. ta en 

enerally on grounds that the commission 
decision was contrary to the weight of eviden 
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Texas 


Asked to Pool Facilities 


oun W. Carpenter, president of the Texas 
J Power & Light Company, on March 6th 
ysked officials of privately owned and mu- 
sicipal power plants in Texas to meet in Dal- 
ys the following week to consider pooling all 
heir generating facilities for the duration to 
fyrther the war effort. 

“The program would be of great value to 
municipal plants should their facilities be de- 
royed or damaged by enemy air raids or 
fom work of saboteurs,” said Carpenter, who 
added that many of the power officials al- 
rady had expressed themselves as favoring 
the plan. 

He said it also was contemplated that equip- 
ment and even personnel would be quickly 


transferred to meet promptly any war-time 
emergencies which might arise. Carpenter said 
the pool would allow power to be fed from 
one system to the other as the need arose and 
added that “electric power must work over- 
time to turn the new wheels of industry.” 


Gas Rates Reduced 


EDUCTION in gas rates for Austin announced 
early this month by the Texas Public Serv- 
ice Company will save the city and residents 
approximately $49,000 annually. The reduc- 
tion was 14 cents for the first thousand feet 
used in homes. 
The city government’s gas rate was reduced 
from 14% cents per thousand cubic feet to 
124 cents. 


Utah 


Lack of Power Denied 


o plant or industry has been unable to 
Niccate in the intermountain area or north- 
em Utah for the sole or controlling reason of 
inadequacy of power supply, George M. Gads- 
by, president and general manager of the Utah 
Power & Light Company, told Salt Lake Real 
Estate Board members at a recent meeting. 

Mr. Gadsby said the projected aluminum 
rolling mill was naturally and properly located 
adjacent to a supply of aluminum ingots in 


the Pacific Northwest, although there was ade- 
quate power for such a rolling mill in north- 
ern Utah. The ingots, he pointed out, could be 
produced economically only where there is a 
huge supply of electric power such as that 
made available by Bonneville dam. 

He said that only in the event of some large 
electrochemical development such as the re- 
covery of magnesium from deposits whose 
extent is yet to be proven, is there now any 
apparent necessity for a large Federal de- 
velopment with a tax-free output. 


Washington 


Appeal Denied in PUD Case 


fe United States Supreme Court on 
March 2nd denied the petition of the 
Puget Sound Power & Light Company for 
review of lower court decisions approving the 
condemnation of certain utility property by 
Whatcom County Public Utility District No. 
lat a price of $5,000,000. 

The utility district seeks electric properties 
in Whatcom county and two transmission lines 


running south into Skagit county, it was said. 

The Puget Sound Company contended the 
condemnation was unnecessary because the 
Whatcom district could build a competing sys- 
tem quickly and economically. The real pur- 
pose of the condemnation, it was charged, 
was to set up a district-owned power monopoly 
in that area. The utility also objected to certain 
court rulings in the trial for determination of 
the cost of the property. The ninth circuit 
court of appeals overruled these contentions. 


Wisconsin 


Pipe Line Sought 


Tz Federal Power Commission on March 
4 Sth announced it had received an applica- 
tion from Independent Natural Gas Company, 


a wholly owned subsidiary of Phillips Pe- 
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troleum Company, seeking authority to build 
an 877-mile, 22-inch natural gas pipe line from 
Ray, Texas, to Milwaukee, Wisconsin. 

The company proposes to sell gas at whole- 
sale to ten public utilities operating in south- 
ern and eastern Wisconsin for public resale. 


MAR. 26, 1942 





The Latest 
Utility Rulings 


Bond Premium Payments Not Required of 
Company Ordered to Dissolve 


— company which has been 
ordered to dissolve and dispose of 
its property pursuant to § 11 of the 
Holding Company Act is not, according 
to a ruling of the Securities and Ex- 
change Commission, required to pay a 
premium to holders of outstanding de- 
bentures in addition to par value and ac- 
crued interest. The controversy over this 
question, presented in the United Light 
and Power Company Case, was termed 
by the commission one of first impression 
under the Holding Company Act. 

The debenture agreements under 
which the bonds had been issued contem- 
plated several possibilities: First, that 
the debentures might remain outstanding 
until their maturity as obligations of the 
issuing company; second, that they 
might be assumed by and remain out- 
standing until maturity as the obligations 
of a successor corporation; third, that 
the obligor, for the benefit of itself or its 
stockholders, might voluntarily redeem 
the debentures prior to maturity, in 
which event the premium would be re- 
quired ; and, fourth, that in the event of a 
default the trustee might accelerate 
maturity, in which event no premium 
would be payable. The commission said : 

_ It may be conceded that in drafting these 

indentures, almost twenty years ago, the 

parties could not have had in mind the type 

of situation that has now arisen under a 

statute enacted in 1935. Considering the 

structure of the agreements we believe that 
the redemption provision should not be 
deemed applicable to the situation which 
has now arisen. We believe that the obli- 
gation to pay a premium was intended to 
arise only when the company was to con- 
tinue as a going concern, for the payment 
thereof is in the nature of compensation pay- 
able by the company (i. e., its stockhold- 
ers) to the debenture holders for depriving 
the latter of their investment. In a going 
concern, the stockholders may be deemed to 
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benefit from the elimination or reduction ¢ 
the debt effected by the redemption, and tf 
premium may be regarded as the p 
arranged amount payable by them for sug 


But here the company does not conting 
as a going concern. There is no question q 
free choice or election. The company, 
virtue of congressional mandate, is to te 
minate its existence. Power must liquida 
not only its debt but also its stock. T 
rights of debenture holders and stockhold 
ers alike, to retain their respective inves 
ments, are cut off. Such holders must, a 
course, be compensated out of the estate ¢ 
the full extent of their lawful claims. It 
the extent of the debenture holders’ lawft 
claim that is presented for determinatio 
here. 


The commission considered the ci 
cumstances similar to those in a liquide 
tion or reorganization proceeding i 
bankruptcy or in equity, where all claim 
mature and are dealt with in the pro 
ceedings and the amount of the claim i 
regarded as based on its face amoun 
plus accrued interest, without regard td 
redemption premium. 

A contention that the company could 
have had the debentures assumed by 4 
successor corporation, as provided in thé 
agreement, as part of a plan of liquida 
tion and dissolution, was rejected. Ob 
stacles existed because of outstanding 
securities of the immediate subsidiary 
and, moreover, if assumption by somé 
other company were permissible under § 
7 of the act, said the commission, it 
would run counter to the standards of § 
11(b)(2) requiring that a corporate 
structure be not unduly or unnecessaril 
complicated. 

The rule of absolute priority was said 
not to be relevant since that rule doe 
not create rights but merely requires that 
rights and priorities of senior claimants 
must be recognized in a plan of reor- 
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mization. The debenture holders had 
ut established such a right. 

A suggestion was made that if re- 
ymption provisions were inapplicable, 
me compensation must still be given 
of termination of the investment, but 


the commission said that this termination 
applied to debenture holders and stock- 
holders alike as the result of a congres- 
sional mandate. Re United Light & 
Power Co. et al. (File Nos. 54-25, 59-11, 
59-17, Release No. 3345). 


e 
Rural Electric Corporation Held to Be a Public Utility 


HE supreme court of Wyoming 

held that an electric corporation not 
wanized for gain, having no capital 
tock, and furnishing electricity to mem- 
kts only, but serving a substantial por- 
ion of the public, was a public utility 
ithin the meaning of statutes defining 
ppublic utility, so as to make a tax im- 
msed upon public utilities applicable 
it. 

The court discussed various tests of 
niblic utility status, giving recognition 
the opinions of commissions and legis- 
htures with respect to organizations of 
his sort. Such opinions while not con- 
rolling on the court, it was said, would at 
last cause the court to hesitate to an- 
hounce a contrary rule. 

Intention to dedicate to the public use, 
uid the court, is governed by the facts. 
tdoes not depend solely upon the wishes 
md declarations of the owner. Supply- 
ng electricity, it was said, has long been 
md now is universally recognized as a 
ervice in which the public may be inter- 


ested and which accordingly may be im- 
pressed with a public character, in the 
absence of countervailing circumstances. 
The court continued: 


The fact of dedication to the public, as 
well as the right to demand service on the 
part of the public generally, may be shown 
by explicit profession, or indirectly by in- 
discriminate service or solicitation, by the 
exercise of the right of eminent domain, by 
the voluntary submission to regulation, and 
by perhaps other facts, although some of 
these facts may not be controlling. 


Among factors considered in reaching 
the conclusion that this organization was 
a public utility were the possession of a 
monopoly in the territory, contact and 
ability to compete, possession of the 
power of eminent domain, and use of 
highways for electric wires. It was said 
that while none of these facts was con- 
trolling, they were to be taken into con- 
sideration. Rural Electric Co. v. State 
— of Equalization et al. 120 P(2d) 

41, 


e 


Repurchase of Securities Permitted under 
Limited Authorization 


DECLARATION under § 12(c) of the 
Holding Company Act regarding 
he proposed expenditure of $5,000,000 
ya holding company in market pur- 
thases of its own preferred stock was 
rermitted by the SEC to become effective 
mly to the extent of $2,000,000. Juris- 
liction was reserved as to the remainder, 
ending efforts by the company to formu- 
ite a more comprehensive plan for dis- 
tibution or exchange of assets. 
A previous declaration for the same 
purpose had been approved, but the com- 


mission had viewed this as merely a 
“stop-gap” program. The commission 
did not favor a continuous program of 
retirement of preferred stock by this 
method. It believed that the company 
should take steps to work out a program 
conforming with the requirements of § 
11. The commission said in part: 


In this connection, it is to be noted that 
the company now has on hand cash and cash 
items in the amount of approximately $25,- 
000,000. It also has substantial amounts of 
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marketable portfolio securities which might 
be converted into cash and thus provide ad- 
ditional funds for continuation of a stock- 
purchase program. Under these circum- 
stances it is plain that if we were to permit 
the company to continue along the lines it 
suggests, we might well find ourselves faced 
with a long-term, piecemeal use of assets to 
retire large amounts of preferred stock at 
prices which, in part because of the pro- 
tracted retirement method employed by the 
company, would probably continue at de- 
pressed levels. 

The significance of these considerations 
must be appraised in the light of the fact 
that the principal officers of the company 
have avowed their belief that conformance 
with the requirements of the Public Utility 


e 


Holding Company Act will necessitg 
“that either Electric Bond and Sh ; 


contracted.” Just when such liquidation ¢ 
severe contraction will be effected, the 
officers were unable to say; but they did g 
sert that it is the intention of the manag 
ment “to try as rapidly as possible, coy 
sistent with the interests of the stockhol( 


Company to the Public Utility Holdj 
Company Act, even if that means the ulti 
mate liquidation of Electric Bond ani 
Share Company.” 


Re Electric Bond & Share Co. (File No 
70-475, Release No. 3339). 


Claimant Denied Leave to Intervene in 
Simplification Proceeding 


HE Securities and Exchange Com- 

mission denied leave to intervene in 
proceedings under § 11 of the Holding 
Company Act for simplification of two 
companies where the person seeking to 
intervene asserted a claim arising out of 
the purchase of stock from a predecessor 
company. Substantially all of the assets 
of that company had been transferred to 
one of the companies in this proceeding 
pursuant to a voluntary plan of reorgani- 
zation under § 77B of the Bankrupt 
Act. The commission said: 

A suit in the supreme court of the state 
of New York, seeking to establish this claim 
as a cause of action against Consolidated 
Electric & Gas Company and others, re- 
sulted in a decision in favor of the de- 
fendants, which decision was affirmed by 


both the appellate division and the court o 
appeals of the state of New York. A bill i 
equity in the court of chancery of Delawar 


of the respondent companies. 
Furthermcre, it does not appear that these 
proceedings will in any way prejudice an 
rights of action that Fryberger may have 
against either of the respondents herein. 


Re Consolidated Electric & Gas Co. et 
al. (File Nos. 54-40, 59-40, Release No 
3341). 


e 


Gas Company Must Furnish Regulator 


A COMPLAINT against a charge by a 
natural gas company for the in- 
stallation of regulating equipment on one 
of its pipe lines was sustained by the 
Pennsylvania commission. The utility 
was furnishing service in charter terri- 
tory, from one of its pipe lines, to com- 
plainant through a privately owned serv- 
ice line on which a regulator was located 
to reduce the pressure to that permissi- 
ble for service as required under state 


public utility commission regulations 

The right to operate in the territory, 
said the commission, covers a privilege 
and also imposes an obligation upon the 
company to render proper service in 
compliance with law and regulations 
adopted by the commission. Although 
the company had no rule on file with the 
commission covering any cost to the con- 
sumer for installation of regulating 
equipment, the commission said that even 
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wgh it had a published rule covering 
xh cost it would not be binding upon 
fe commission since it appeared to be 
pviolation of a commission regulation 
pted in 1914, and, likewise, even 
pugh it had been and still was the prac- 
eof the company to require the con- 
bmer to bear the expense of installing 
regulator. The commission continued : 
Such practice, when in violation of an es- 
tblished principle by the commission, can- 
not be construed as controlling and thus 
wllify the principle established by the com- 
mission in Circular No. 9A, no more so 
than was the established practice supported 
ty published rules of many utilities in the 
jast that required the installation of service 
ines from the main to the curb and likewise 


e 


that meters be installed at the consumer’s 

expense. Those rules and practices were out- 

lawed by commission decisions and sup- 
ported by the appellate courts. 

The commission said further that to 
assume that its regulation was to apply 
only to distribution systems would be 
reading into that stipulation a condition 
that gave preference to a consumer re- 
siding along a low-pressure line although 
both consumers are served at the same 
rate. Gas pressure, it was said, is not the 
controlling factor to determine whether 
1 consumer should be supplied from a 
certain pipe line. Parrett et al. v. United 
Natural Gas Co. (Complaint Docket No. 
13612). 


War Needs Govern Train Service 


HE New Jersey board, in authoriz- 
ing the discontinuance of passenger 
ain equipment, said : 

The test of necessity at the present time 
is not the same test that we previously ap- 
plied to similar applications. That test rested 
almost solely upon the requirements of 
necessity and convenience of the public. This 


e 


must now be expanded to include a consid- 
eration of the extent to which national de- 
fense will be aided by train eliminations so 
that equipment can be used for the transpor- 
tation of troops and the way cleared for 
freight shipments urgently required in gov- 
ernment work. 


Re Pennsylvania Railroad Co. 


Reorganization Plan Approved As Amended 


HE Pennsylvania commission has 

finally approved the revised plan of 
organization for the Pittsburgh Rail- 
ways Company system after amendments 
atended to overcome objections to the 
jan as previously presented. Commis- 
woner Buchanan in a dissenting opinion, 
wowever, objected to the capitalization 
sis, stating that “the law is clear that 
he new capitalization should be based 
it reasonably prospective income.” 

As originally drawn, the revised plan 
tad provided for exclusion of certain 
lines, with the result that interurban and 
beal street railway service over some 
ines would be terminated. Continuance 
of operation is provided for under the 
amended plan. 

Provision was also made by amend- 
ment for accounting requirements with 
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respect to substitution of bus service. The 
reorganizers cured the defect with re- 
spect to a proposed stated value of $100 
a share for the stock by assigning a stated 
value of $67 a share, giving a total stated 
value of $19,971,092 to the common 
stock, thus bringing the combined prin- 
cipal amount of general mortgage bonds 
and stated value of common stock down 
to $29,757,192, which is below the $30,- 
000,000 capitalization figure. 
Commissioner Buchanan, in his dis- 
senting opinion, viewed the Pittsburgh 
Railways Company as insolvent in both 
the equity and bankruptcy sense. This be- 
ing true, he said, the doctrine of absolute 
priority applies. He did not favor a 
capitalization high enough to give the 
present stockholders an interest. He said 
that loss of control by Philadelphia Com- 
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pany was no good reason to find higher 
valuations. 

The events at Pearl Harbor, the dis- 
senting commissioner continued, had 
rendered moot the matter of the substi- 
tution of bus transportation for street 
railway transportation and the matter of 


abandonment of any street railway faci 
ties at the time. Rubber restrictio 
priorities, and common sense, he saj 
dictate the abandonment of the priva 
automobile in favor of public transpo 
tation. Re George et al. (Applicatio 
Docket No. 61009). 


e 


Original Cost Adjustments Approved by 


New York Commission 


_ New York commission has 
passed upon the methods of ac- 
counting and the determination of origi- 
nal cost of property of the Jamaica Water 
Supply Company after having issued a 
memorandum in July, 1941, disposing of 
several items. The company accepted the 
commission’s recommendations, although 
making new proposals as to so-called 
overheads charged for the period 1935- 
1941, inclusive. Commissioner Burritt, 
oT upon the company’s action, 
said: 


All the adjustments required by the com- 
mission and accepted by the company call for 
charges to surplus of $737,395, which to- 
gether with an estimated adjustment to con- 
tributions of $35,550 results in a total charge 
to surplus of $772,895. This is in addition to 
adjustments of $3,119,464 previously amor- 
tized in connection with Case 8989. Of 
course these amounts never should have been 
charged to plant accounts since they were 
improper. Nevertheless, a clear recognition 
of the facts and of sound principles, fore- 
sight, and willingness to deal realistically 
with such situations are requisite to the de- 
cisions made by the company and reported 
herein. That the management of the Jamaica 
Water Supply Company has taken these de- 
cisions is all to its credit. When it gives 
effect to its agreement by journal entries it 
will have set an example for other utilities 
to follow by clearing its plant accounts of 
items which do not represent original cost 
but reflect write-ups. The balance sheet of 
the Jamaica Water Supply Company as far 
as its plant accounts are concerned is now 
entitled to be taken at its face value. 


The commission had decided not to re- 
quire the elimination of all the computed 
overheads for the period mentioned, pro- 
viding the company would: reduce the 
total to an amount which would clearly 
not be excessive and which might be con- 
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sidered reasonable. Special factors j 
volved in this company’s operations we 
taken into consideration. 

Nearly all of the property is within t 
city of New York, where all utility strug 
tures are underground, which increasd 
the amount of engineering and supe 
vision required. Distribution mains an 
hydrants have had to be planned and re 
planned in the territory owing to change 
of plan and the conflicting authority o 
various departments of the city and th 
borough of Queens, in some case 
doubling engineering expense and re 
quiring a larger overhead for negotia 
tion. Rapid development has necessi 
tated almost constant negotiations witl 
the Water Power and Control Commis 
sion for approval of plans. Overhead 
charged to plant accounts include the cos 
of supervisory foremen which may bé 
considered a part of bare cost and is sd 
treated by many companies. Commis 
sioner Burritt said: 

The company’s past practice in charging 
overheads to plant accounts resulted in capi 
talizing a portion of cost elements whic 
presumably would not have been capitalized 
if time cards had been used because thé 


expenses. 


Water plant in service might include, 
under the ruling of the commission and 
the provisions of the system of accounts, 
the original cost of units which are par- 
tially used and useful. in utility opera- 
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ions when the portion so used and useful 
snot separable from that which is not 
ysed and useful. Commissioner Burritt 
aid, however, that when a rate question 
s involved and it is necessary to deter- 
nine as of some future date the original 
wst of the used and useful property, 


there must be determined what portion 
of such property is to be considered as 
used and useful; but until that question 
arises all such partially used property 
may be included in the account. Re 
Jamaica Water Supply Co. (Case No. 
9741). 


e 


Commission Power to Fix Rates on Messages to 
Foreign Countries Sustained 


Nn order of the Federal Communica- 
tions Commission fixing charges 
or urgent radiotelegraph messages to 
ad from foreign countries was sus- 
nined by the Federal District Court for 
the southern district of New York. 
kKCA Communications, Inc., a common 
arier engaged in communication by 
radiotelegraph between the United States 
ad foreign countries, attacked the or- 
ier first on the ground that the commis- 
ion was without jurisdiction in attempt- 
ng to fix minimum rates for an entire 
ervice when a portion of the service is 
rendered outside the United States by 
foreign sovereigns or foreign nationals. 
The court, after quoting from §§ 1, 2(a), 
ad 3(f) of the Communications Act, 
said : 

We think that the commission’s order falls 
directly within the terms of the statute. The 
plaintiff's contention that the order is 
directed against foreign countries or their 
nationals is unfounded. While it indirectly 
affects them, inasmuch as they share in a 
joint rate, it operates directly only on persons 
within the United States and an indirect 
effect on outsiders does not militate against 
its validity. 


While the order would have the effect 
of impairing the obligations of the com- 
pany and other telegraph companies in 
respect to foreign radiotelegraphic rates 
stablished under prior agreements with 
foreign governments or nationals, it was 
aid that Congress has the power to regu- 
hte communication between the United 
States and foreign points and to regulate 
the carriers engaged within the United 
States in such communications regard- 


less of whether the effect of the regula- 
tion might extend beyond our territory. 
All such contracts, it was said, are sub- 
ject to the power of Congress to regulate 
foreign commerce. The contracts af- 
fected, it was said, are not treaties be- 
tween the United States and foreign 
governments but essentially private 
agreements between radiotelegraph com- 
panies of the United States and foreign 
countries or nationals. A contention that 
the order interfered with the President’s 
prerogative to negotiate treaties was said 
to be without merit. 

A further attack was made on the 
ground that the commission failed to 
make findings that the ratio of 2 to 1 with 
respect to ordinary messages would be 
unjust and unreasonable, and that such 
findings were required by the Communi- 
cations Act as a condition to prescribing 
a ratio of 14 to 1 in order to displace the 
ratio of 2 to 1 established prior to the 
organization of the commission. The 
court held, however, that the commission 
had sole authority to classify communi- 
cations by wire or radio as “urgent” and 
to fix reasonable charges. The court re- 
jected a contention that a classification 
and ratio initiated by the company would 
be prima facie lawful and could not be 
set aside by the commission without a 
determination of unreasonableness made 
after hearing pursuant to § 205(a). It 
was observed that this section relates 
only to cases where classification or ratio 
has already been fixed by the commission 
and is being attacked. RCA Communi- 
cations, Inc. v. United States et al. 


e 


459 


MAR. 26, 1942 





PUBLIC UTILITIES FORTNIGHTLY 


Other Important Rulings 


HE Securities and Exchange Com- 

mission granted an application by 
Philadelphia Electric Company, a sub- 
sidiary of The United Gas Improvement 
Company, for exemption from the pro- 
vision of § 6(a) of the Holding Com- 
pany Act of the issue and sale of 48,221 
shares of 4.4 per cent preferred stock, 
cumulative, par value $100 per share, at 
$110 per share and accrued dividends, 
where the proceeds were to be applied to 
the retirement of a like amount of out- 
standing bank notes, the commission 
finding that this was solely for the pur- 
pose of financing the business of the ap- 
plicant and had been expressly author- 
ized by the Pennsylvania commission. 
There were no fees or commissions in- 
volved and the commission granted ex- 
emption from competitive bidding. Re 
Philadelphia Electric Co. (File No. 70- 
503, Release No. 3363). 


The United States Supreme Court 
held that a certificate for motor carrier 
operation granted under the “grand- 
father” clause of the Motor Carrier Act 
need not restrict operations to specified 
routes or fixed terminals; that railroads 
competing with motor carriers are such 
parties in interest as may contest the 
granting of a certificate ; that a certificate 
should not be granted where the carrier 
has failed to serve the area for more than 
a year since the effective date of the act; 
and that action of the commission in 
granting a certificate to one engaged in 
the transportation of automobiles from 
factory to dealer to operate in an entire 
state where only a few points in that state 
had been served is conclusive upon the 
court. Alton Railroad Co. v. United 
States (Nos. 110, 267). 


Morgan Stanley & Co., Inc., asked the 
United States Circuit Court of Appeals, 
Second Circuit, to set aside an order of 
the SEC to the effect that that firm was, 
under the old Rule U-12F-2, an affiliate 
of Dayton Power & Light Company. 


(This rule has been replaced by another, 
U-50, which makes competitive bidding 
for the underwriting of utility securities 
approved by the commission virtually 
mandatory.) In the case at bar, Morgan 
Stanley & Co. had acted as underwriter 
for the sale of $25,000,000 of bonds by 
the Dayton Power & Light Company in 
1940, but the SEC had held that the un- 
derwriter was not entitled to fees 
amounting to $100,562 because of its 
“subtle” connection with the Dayton 
Power & Light Company. The court up- 
held the commission and ruled that Mor- 
gan Stanley & Co. was not entitled to the 
underwriting fees. The court upheld the 
commission ruling that a special relation- 
ship between Morgan Stanley & Co. and 
Dayton Power & Light Company was} 
such that public interest and the protec- 
tion of investors and consumers required 
the underwriter to be considered an affili- 
ate. Morgan Stanley & Co. Inc. v. SEC. 


The Missouri commission held that it 
had jurisdiction to authorize the replace- 
ment of an existing unsafe and hazardous 
viaduct with a new bridge, and to appor- 
tion the cost between a city and a rail- 
way. Columbia v. Missouri-Kansas- 
Texas Railroad Co. (Case No. 10114). 


The Pennsylvania commission said 
that in the case of complaints against a 
railroad freight rate, the filing of the 
original complaints on the reparation 
docket had been consistently held by the 
commission to stay the statute of limita- 
tions. Re Greco (P. J.) & Sons et dl. 
(Complaint Docket Nos. 13569, 13570). 


The supreme court of Ohio held that 
an order of the commission overruling a 
motion of a municipality to dismiss an 
appeal from a rate ordinance, on the 
ground that the commission had no juris- 
diction to hear the appeal, is not a final 
order from which an appeal might be 
taken. Ashtabula v. Public Utilities 
Commission, 39 NE(2d) 144. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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ARKANSAS POWER & LIGHT CO. v. McGEHEE 


ARKANSAS DEPARTMENT OF PUBLIC UTILITIES 


Arkansas Power & Light Company 


City of MeGehice et al. 


[Docket No. 435.] 


Appeal and review, § 83 — Appeal to Commission — Rate ordinance. 
1. The duty of the Department on an appeal from a municipal rate ordi- 
nance is to determine and fix the just and reasonable rate, and if such 
rate is lower than the rate the company has been collecting since the date 
of the ordinance, it is the Department’s further duty to determine what 
amounts, if any, should be refunded to the consumers, p. 68. 


mM Rates, $§ 203 — Unit for rate making — Effect of municipal regulation. 
2. A city should be treated as a unit for rate making where the state has 
conferred on the city council the power to regulate rates, p. 68. 


Apportionment, § 15 — Expenses — Gas utility. 
3. Allocation of general office and divisional expenses between businesses 
and between plants on the basis of gross revenue, without regard to cost 
of service, results in allocated expense items out of proportion to cost 
of service, where a company operating electric, water, gas, and ice businesses 
and a few packing plants pays a high cost for gas at a city gate, p. 68. 


Apportionment, § 59 — Gas pipe line — Peak demand basis. 
4. A pipe-line investment, treated as a unit devoted to the service of three 
municipalities, should be allocated between them in proportion to peak de- 
mands, p. 68. 

Valuation, § 36 — Rate base — Original cost and other factors. 
5. Great weight should be given to original cost in ascertaining value for 
rate making, although, owing to a war emergency when costs are inflated, 
it would probably cost more to build the property than at the time of its 
construction—if it could be built at all under priority restrictions on ma- 
terials, p. 69. 


Valuation, § 139 — Interest during construction — End of construction period — 
Pipe line. 

6. Interest during construction on a gas pipe line to serve several munic- 
ipalities should stop on the line to the first of them when service is begun 
there although it was decided to extend the line further after the first por- 
tion of the line was nearly completed, instead of allowing interest during 
construction in proportion to the use of the line by other municipalities 
until service to them began, p. 70. 


Valuation, § 69.1 — Original cost determination — Payments to affiliates. 
7. Fees paid to an affiliated company, based on a percentage of construc- 


tion costs in the case of one affiliate and a percentage of gross revenue 
plus amounts expended for construction in the case of the other, should 
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be eliminated from original cost, where the only specific service either 
company is known to have rendered is that they furnished a set of forms 
for the utility to follow in keeping records of its cost, while the utility 
company paid all expenses which could be attributed to the activities under- 
taken by such an affiliate, since these payments are not costs but payments 
in the nature of dividends, p. 70. 


Valuation, § 129 — Overheads — General office expenditures. 
8. General office expenditures of a company which was operating a system, 
with general officers and a general office, at the time of construction of a 
new plant should be eliminated from original cost of construction if there 
is no evidence that such expenditures were increased in any amount on ac- 
count of these construction activities, p. 71. 


Valuation, § 104 — Accrued depreciation — Depreciation reserve as measure. 
9. The balance in the depreciation reserve should be deducted from original 
cost as accrued depreciation to determine present value, in the absence of 
a showing that this balance is excessive, but when accruals to the reserve 
have been made without particular reference to costs or depreciation ex- 
perience, it is necessary to set up the amount which the company should 
have charged to depreciation, p. 73. 


Valuation, § 293 — Cash working capital — Concessions to customers. 
10. The fact that a utility makes certain concessions to some of its con 
sumers by not requiring them to pay their bills when due cannot be con 
sidered in determining the necessary allowance for cash working capital 
if such concessions are not provided for in the schedules on file with the 
Department, p. 74. 


Valuation, § 313 — Cash working capital — Relation to operating expense. 
11. An allowance for cash working capital equivalent to fifty days’ operat 
ing expenses, after eliminating gas purchases and taxes, was held to be 
sufficient, p. 74. 


Valuation, § 294 — Cash working capital — Minimum bank balances. 
12. Customers in one community served by a public utility company should 
not be forced to contribute towards the keeping of a handsome balance 
on deposit in the banks; a contention that the company must keep in the 
bank at all times a substantial amount is an unjust exaction from the 
customer, p. 74. 


Valuation, § 79 — Reproduction cost estimate — Prices. 
13. The general level or plateau of prices which applied for years prio 
and up to a present emergency is the fairer basis to use in trying to find 
the proper measure of return on utility property constructed many years 
ago, and great weight ought not to be given to estimates of cost of re 


constructing a property which cannot now be reconstructed because off 


priority limitations on materials, p. 76. 


Valuation, § 132 — Overheads — Omissions and contingencies. 
14. Allowances for omissions and contingencies, although proper wheré 
labor costs on reconstruction are purely an estimate, are not justified where 
an estimate is based on actual costs, p. 77. . 


Valuation, § 332 — Going value — Separate allowance. 
15. Value for rate making should be determined upon the basis of a plant 


in successful operation—a going concern—with allowances for all the costs 
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and values of everything devoted to the public service, without the addition 
of a separate item or amount for going value, which would be capitalizing 
earning power, since value for rate making is not an appraisal of com- 
mercial value, p. 78. 


Valuation, § 331 — Going value — Necessary evidence to support. 


16. A separate allowance for going value on account of development costs 
must be supported by evidence of actual experience in incurring such costs 
and evidence that same were not operating expenses, that the company 
has not already been compensated for the same out of past earnings, and 
that, in including such cost, the Department would not be capitalizing past 
losses or past charges properly included in operating expenses, p. 78. 


Valuation, § 114 — Financing costs. 


17. Capital stock expense and expenses incident to the issuance and initial 
sale of evidences of debt are not proper elements of cost of reproduction 
new, p. 79. 


Valuation, § 30 — Rate base — Prudent investment. 


18. The Department, in giving great weight, in determining the measure 
of return, to the amount which a company actually invested in the boom 
year 1929, although considering present costs and other factors, does not 
deprive the company of its property without due process of law, p. 80. 


Return, § 101 — Natural gas utility. 


19. A natural gas utility was allowed a return of 6 per cent in view of 
revenue estimates based on records for an abnormally good year although 
a rate of return of 54 per cent was held to be reasonable, p. 81. 


Apportionment, § 15 — General office expense — Basis. 


20. Allocation of the expense of the general office of a company operating 
in several communities should not be allocated to the various operations 
and plants on a gross revenue basis, where the company pays a high price 
for gas at the city gate in the community where rates are under investiga- 
tion, thereby increasing the gross revenue out of proportion to the value 
of services rendered by the general office in serving gas at that point, p. 


Appeal and review, § 82 — Powers of Commission — Suspension of ordinance. 
21. The Department of Public Utilities does not have power to suspend 
a rate ordinance retroactively, but its power extends only to fixing the 
rates which should have been fixed by the municipality in the first instance, 
ordering those rates to be applied in the future, and ordering refunds, 


p. 86. 
[December 31, 1941.] 


PPEAL by public utility company from city ordinance reduc- 
A ing rates for gas distributed to domestic and commercial 
customers; appeal sustained and new rate schedule established. 


¥ 
By the DEPARTMENT: The Arkan- council of the city of McGehee, Arkan- 
as Power & Light Company has ap- _ sas, in passing, on December 3, 1940, 
wealed, under § 15(d) of Act No. 324 an ordinance reducing the rates that 
@! 1935, from the action of the city might be charged by that company for 
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gas distributed by it to domestic and 
commercial customers in said city. 
The company filed its written com- 
plaint here on December 23, 1940. 

Prior to filing its complaint here, 
the company obtained, from the Unit- 
ed States district court for the eastern 
district of Arkansas, a temporary or- 
der restraining the enforcement of the 
ordinance rates. Its prayer here, with 
reference to a suspension of the ordi- 
nance rate, was that if said injunction 
should cease for any reason, then that 
this Department suspend the ordinance 
rate pending the decision on this ap- 
peal. In September, 1941, pursuant 
to the direction or permission of the 
Federal court, the company applied 
here for a suspension of the ordinance 
rate and an order was made here sus- 
pending the enforcement of the ordi- 
nance. 

[1] It is our duty on this appeal to 
determine and fix the just and reason- 
able rate to be charged or applied for 
the service in question. If such rate is 
lower than the rate the company has 
been collecting since December 3, 
1940, it will be our further duty to de- 
termine what amounts, if any, should 
be refunded to the consumers. 

[2] The state has conferred on city 
councils the power to regulate rates. 
It has thus recognized the city as a unit 
for rate making. On this appeal from 
an exercise of that power by a city, 
we determine and fix rates on the same 
basis. 

[3] The company is engaged princi- 
pally in the electric business, in which 
it serves some 55 counties in the state. 
It is also, as at McGehee, in the gas, 
water, and ice business, and it also 
operates a few packing plants. Some 
general office and divisional expenses, 
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are allocated, first between businesse 
and then between plants. The com 
pany does much of this allocation oy 
the basis of gross revenue, without re 
gard to cost of service. Where, a 
here, a high cost of gas at the cit 
gate causes high operating expense 
such a basis results in allocated expens 
items out of proportion to cost of sery 
ice. 


Findings As to Value of Property 
Determination of Property Used 
The property being used in serving 

gas at McGehee consists of the loca 

distribution plant and an allocable pa 

of the pipe line which brings gas t 

McGehee. 

Gas is obtained from the transmis 
sion pipe line of the Memphis Natura 
Gas Company at a point south of th 
city of Lake Village. The Arkanss 
Company first built a pipe line fro 
the Memphis Company line to Lak 
Village. Thereafter the two comp 
nies agreed to extend the line jointly o 
north to serve Dermott and McGehe¢ 
The Memphis Company paid a pa 
of the cost and received a deed co 
veying to it a part of the line. 

The point where the ownership o 
the Memphis Company ends and tha 
of the Arkansas Company begins 1 
north of Lake Village,—between the 
city and McGehee and Dermott. Th 
company took the position, howevet 
that in fixing rates at McGehee, i 
pipe-line investment should be consid 
ered as devoted to the service of th 
three towns and should be allocate 
between them. 

[4] We do not agree with the con 
pany as to the method of making th 
allocation. The company seeks t 
divide the value of that part of th 
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ine which it owns into three parts; 
Part I bearing the same relation to the 
yalue of the whole as the length of the 
ine from the Memphis line to Lake 
Village bears to the length of the entire 
ine; Part II being in proportion to the 
ngth of the line from Lake Village 
0 the Dermott junction, and Part ITI 
ing in proportion to the line from 
Dermott junction to McGehee. It 
then seeks to allocate Part I between 
the three towns in proportion to their 
yak demands, Part II between Der- 
nott and McGehee in proportion to 
their peak demands, and to allocate all 
of Part III to McGehee. On the com- 
mny’s method, 73.6 per cent of the 
value of the entire line would be al- 
bcated to McGehee. 

If this pipe-line investment is to be 
treated as a unit devoted to the service 
of the three towns, as the company de- 
ures, then the proper way to allocate 


its value between the towns is in pro- 
jortion to the peak demands of the 


ree towns. See Arkansas Louisiana 
fas Co. v. Texarkana (1936) 17 F 
Supp 447, 17 PUR(NS) 241; (1938) 
% F(2d) 179, 24 PUR(NS) 267; 
(1938) 305 US 606, 83 L ed 385, 59 
SCt 66. On this basis, 62.88 per cent 
of the value of the pipe line should be 
located to McGehee. This is the 
sis of allocation we find should be 
wed. It is the usual method of al- 
cation. The burden of proof is up- 
in the company and we are bound to 
iecide this question in a way to favor 
he decision of the city council unless 
he proof shows that it is obviously un- 
air to do so. There is no proof that 
he usual and ordinary method of al- 
beation is unfair in this case. 

[5] In ascertaining the value of the 
jtoperty used in serving gas to Mc- 


Gehee, we have considered the original 
cost of construction to date (which in- 
cludes the amount expended in per- 
manent improvements) and the esti- 
mated cost of reconstruction new. 
Smyth v. Ames (1898) 169 US 466, 
546, 547, 42 L ed 819, 18 S Ct 418. 
The record contains. no information 
as to the amount or market value of 
the bonds or stock issued on the Mc- 
Gehee property. We have given great 
weight to original cost. The property 
was built in 1929—a time of high 
prices and high wages. Due to the 
present emergency, it would probably 
cost more to build the property now 
than it cost in 1929—if it could now be 
built at all, which we doubt, because, 
under priorities, materials for new 
construction are very hard to get. 
The public should not be required to 
pay a return on any greater amount 
than that prudently invested in 1929. 
Furthermore, “the public is entitled to 
demand that no more be 
exacted from it than the 
services rendered are reason- 
ably worth.” Smyth v. Ames, supra. 
Due to the high price of gas at the city 
gate, rates for gas which must be 
charged at McGehee in order to allow 
a return on any value at all are consid- 
erably in excess of rates for gas gen- 
erally prevailing in Arkansas—and 
probably in excess of what the services 
are reasonably worth. There is no 
reason for further burdening these 
rates for the purpose of paying a re- 
turn on the excess of the present in- 
flated costs over the high costs of the 
boom year of 1929. 


Findings As to Original Cost 
Original Cost of Pipe Line 


In the latter part of 1928 the con- 
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struction of a pipe line, to serve Lake 
Village was undertaken. Service was 
begun in Lake Village about July 1, 
1929. About May, 1929, after this 
first construction was virtually com- 
pleted, it was decided to extend the 
line to serve Dermott and McGehee. 
Heavy construction on this extended 
line began in August, 1929. 

The cost of the entire pipe line, as 
shown on the company’s books, was 
$195,902.43. Certain adjustments 
must be made in order to ascertain the 
true cost. 

[6] Interest during construction, as 
shown on the books, was admittedly 
calculated to a date beyond the time 
when construction was completed and 
service was begun. The accountants 
for the Department stopped interest 
during construction on the line to Lake 
Village when service was begun at that 
This is on the theory that the 


city. 
construction was originally undertaken 
to serve Lake Village and that the de- 
cision to extend the line beyond Lake 
Village was not made until the first 
portion of the line was nearly com- 


pleted. Construction beyond Lake 
Village was not substantially begun 
until after service at Lake Village was 
begun. The company contends that, 
as Lake Village now uses only 16.05 
per cent of the line originally con- 
structed to serve it, interest during 
construction on 83.95 per cent of the 
cost of the line should continue to run 
until service began at Dermott and 
McGehee. To apply the company’s 
theory to its logical extent would mean 
that if it were now decided to extend 
the line to some town beyond McGehee 
and that town should use 25 per cent 
of the capacity of the line between Mc- 
Gehee and the Memphis Company 
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mains, then that interest during con- 
struction on 25 per cent of the entire! 
cost of this line, built in 1929, would 
continue until this new extension, not 
yet decided upon, shall be completed, 
We find that the method followed by 
the accountants for the Department is 
correct. The elimination of thel 
amount improperly entered on the 
books for interest during construction 
on the pipe line is $5,317.22. 

[7] Certain fees paid to the Phoenix 
Utilities Company and to the Electric 
Bond and Share Company must also 
be eliminated. The Electric Power & 
Light Company owned 100 per cent of 
the common stock of the Arkansas 
Power & Light Company. The Elec- 
tric Bond and Share Company owned§ 
approximately 50 per cent of the com- 
mon stock of the Electric Power &} 
Light Company and all of the stock 
of the Phoenix Company. They were 
all affiliated within the definition off 
our statute, § 1(h) of Act 324 
of 1935. When construction was un- 
dertaken in Arkansas, certain general 
office employees of the Arkansas Com- 
pany, including the chief engineer andj 
other engineers and certain account-J 
ants, were transferred, as to a part of 
their time, to the payrolls of the 
Phoenix Company, and they organ- 
ized, planned, supervised, and account- 
ed for all the construction in the same 
manner that they would have done if 
there had been no Phoenix Company. 
The Arkansas Company paid all ex- 
penses which could be attributed to the 
activities so undertaken by it in the 
name of the Phoenix Company, in- 
cluding all payrolls, material costs, and 
everything else. Then, when the work 
was completed, the Arkansas Compa- 
ny paid to the Phoenix Company 4 
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fee for the services allegedly rendered 
to it by the Phoenix Company in the 
amount of $6,194.26. This was a 
percentage of the construction costs. 

The fee paid the Electric Bond and 
Share Company was a percentage of 
the gross revenue plus amounts ex- 
pended for construction. It amounted 
to $1,723.63. 

The only specific service either com- 
pany is shown to have rendered is that 
they furnished a set of forms for the 
Arkansas Power & Light Company 
to follow in keeping records of its 
costs. Aside from that there was an 
organization in New York which the 
Arkansas Company could consult if 
it wanted to. No effort was made to 
show the cost to either the Electric 
Bond and Share Company or the 
Phoenix Company of any service ren- 
dered by either of them to the Arkan- 
as Company. The Arkansas Compa- 
ty, through its own officers and em- 
ployees, who were then on the payroll 
of the Phoenix Company, did all the 
planning, kept all the books, and did 
al the work. Every known cost in- 
curred by anyone was paid by the Ar- 
kansas Company. 

These two fees were not costs. So 
far as the record is concerned, the real 
owners of this property took money 
out one pocket and put it in another 
pocket and charged this transaction up 
a a part of the cost of construction. 
An effort has been made to show that 
these affiliates rendered some service 
of value and that that value may have 
ben as great as the fees paid, but we 
understand the law to be that there can 
be no intercompany profit in such pay- 
ments and there is nothing in the rec- 
ord from which any cost to the affil- 
iate can be determined or from which 


it can be found that the payments were 
not all profit. So far as this record 
is concerned they cannot be regarded 
as part of the investment. These pay- 
ments were in the nature of dividends. 
See Consolidated Teleph. Co. v. Geor- 
gia Pub. Service Commission (US 
Dist Ct 1934) 2 PUR(NS) 454. 

[8] The company’s books also in- 
cluded the sum of $3,899.12 charged 
to the cost of construction of this pipe 
line as miscellaneous general office ex- 
penditures. This has been eliminated 
by the accountants for the Depart- 
ment. At the time of this construction 
the Arkansas Power & Light Compa- 
ny was an operating system with gen- 
eral officers and a_ general office. 
There is no evidence that the general 
office expenditures of the company 
were increased in any amount on ac- 
count of these construction activities. 
On the contrary, a number of the gen- 
eral officers and employees who were 
normally on the general office payroll 
were taken off of such payroll, at least 
in part, and placed on the payroll of 
the Phoenix Utilities Company. All 
of their salaries and expenses which 
were chargeable to this construction 
were included in the expenditures of 
the Phoenix Company and already ap- 
pear as a part of the cost of construc- 
tion of this property. Although we 
feel that possibly some small amount 
for miscellaneous general office expen- 
ditures could properly be included in 
the cost of this construction, there is 
no evidence in the record upon which 
any kind of guess, much less a finding, 
as to the amount which should be so 
included can be made. We have made 
allowance for this in our final finding 
as to value. 

The total of these eliminations is 
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$17,134.23. When this is deducted 
from the $195,902.43 shown on the 
books, it leaves $178,768.20 as the 
cost of constructing this pipe line. 

The Memphis Natural Gas Com- 
pany paid $120,000 toward the con- 
struction of this line, and thereupon 
the Arkansas Power & Light Compa- 
ny conveyed a part of the line to the 
Memphis Company. This leaves the 
sum of $58,768.20 as the original cost 
to date to the Arkansas Power & 
Light Company of the pipe line. 

The company contends that this 
cost is $75,902.43. Aside from the 
contention that the amounts above 
eliminated are a part of the cost, the 
company contends that when settle- 
ment was had with the Memphis Com- 
pany, that company accepted the book 
cost and that the mileage of the line 
conveyed to the Memphis Company 
was approximately 120/195 of the 
entire mileage. So, it contends, the 
Memphis Company reimbursed the 
Arkansas Company for a proportion- 
ate part of the amounts charged on its 
books for the items above eliminated. 
In our opinion, the controlling facts 
are that the actual out-of-pocket cost 
of this line was $178,768.20, of which 
the Arkansas Company has received 
back $120,000, which leaves an out- 
of-pocket cost of $58,768.20. This is 
all that the affiliated companies actual- 
ly expended for that portion of its pipe 
line to which the Arkansas Company 
retains title. 

As above set forth, the city of Mc- 
Gehee uses 62.88 per cent of this line 
and the value of that part of the pipe 
line used in serving gas to McGehee 
is 62.88 per cent of the total. This 
results in a determination of $36,- 
953.45 as the original cost to date of 
42 PUR(NS) 


that part of the transmission pipe-line 
system devoted to serving gas to the 
city of McGehee. 


Original Cost of Distribution Plant 


The original cost of the distribution 
plant shown on the company’s books is 
$83,498.69. Property costing $623.- 
44 has been retired. This leaves a 
book balance of $82,875.25. From 
this we eliminate the Phoenix Compa- 
ny fee in the amount of $2,499.35, the 
Electric Bond and Share Company fee 
in the amount of $713.23 and miscel- 
laneous general office expenditures in 
the amount of $1,525.08. These elim- 
inations are made for the reasons 
stated under the discussion of the cost 
of the pipe line. The elimination for 
excess charge for interest during con- 
struction is $1,527.40. This is made 
for the reasons stated above. These§ 
eliminations amount to $6,265.06,§ 
leaving a corrected total cost of the 
McGehee distribution plant of $76,- 
610.19. 


The Total Original Cost 


The total original cost to date off 
the pipe line and distribution plant 
serving gas to the city of McGehee 1s 
the sum of $113,563.64. To this there 
must be added an amount for the gen- 
eral property of the company, other 
than the pipe line and distribution 
plant, which is used in serving gas at 
McGehee. This includes general and 
local office property, transportation 
equipment, laboratory equipment, and 
similar items. The company contends 
that the sum of $3,276.82 should be 
allocated to gas service at McGehee 
as the value of its part of such prop- 
erty, and this figure is accepted. This 
results in a total cost for the property 
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fevoted to gas service at McGehee in 
the sum of $116,840.46. 


Accrued Depreciation 


The nondepreciable property includ- 
ed in the above total includes $1,755.- 
8 for the distribution plant and $3,- 
92.27 for the transmission property, 
oa total of $5,048.15. This non- 
depreciable property consists primarily 
of land and land rights. This leaves 
the cost of depreciable property in the 
iansmission and distribution plants to 
be $111,792.31. 

[9] In order to determine the pres- 
ent value of the property as compared 
to its original cost, there should be de- 
ducted from the original cost the ac- 
cued depreciation. In an original cost 
study, this should be taken as the 
balance in the depreciation reserve in 
the absence of a showing that this bal- 
aice iS excessive. The company’s 
books are not kept in such a manner 
that it is possible to ascertain from 
them what amounts have been charged 
against expenses for depreciation on 
the McGehee property nor what bal- 
aice now remains out of the amounts 
0 charged. 

City’s Exhibit 6 shows the analysis 
of the depreciation reserve of the com- 
pany as a whole for the years 1926 to 
1940, inclusive. Accruals to the re- 
sve seem to have been made without 
thyme or reason and without any par- 
ticular reference either to the cost of 
the property or the experience of the 
company with reference to deprecia- 
tion. This seems to have been realized 
by the company in 1937, when a sum 
in excess of $1,600,000 was trans- 
ferred from surplus to the depreciation 
reserve to make some adjustment for 
previous failures to accrue the proper 


amounts. It is therefore necessary to 
set up now the amounts which the 
company should have charged to de- 
preciation on this McGehee plant from 
the time this property was construct- 
ed. 

The evidence of the company is to 
the effect that the annual charge for 
depreciation should be not less than 2 
per cent and not more than 2} per 
cent on the depreciable property. The 
evidence of Mr. Cobb, an engineer for 
the Department, who made detailed 
studies of the condition of the prop- 
erty of the company and the amount 
that should be accrued for depreciation, 
was that the annual over-all rate 
should be slightly less than 2} per 
cent, which he called 24 per cent. This 
over-all rate was based on the total 
value, including nondepreciable prop- 
erty. When the nondepreciable prop- 
erty is eliminated, it leaves an annual 
rate on the depreciable property of 
2.331 per cent. If this rate had been 
charged on the original cost of the 
property from 1929 to 1940, the total 
charges for depreciation, less property 
retired and charged against the re- 
serves, would have been $27,620.98. 
As pointed out later, the Department’s 
engineers found an accrued deprecia- 
tion, based on observed condition and 
estimated cost of reconstruction, of 
$29,095. The company’s estimate, 
based on 80 per cent condition, is even 
larger. 

When this balance, which should be 
in the depreciation reserve, is deduct- 
ed from the original cost of the prop- 
erty as above determined, it leaves a 
present value, on the original cost 
basis, of the property used in serving 
gas to McGehee of $89,219.48. 

In the case of Knoxville v. Knox- 
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ville Water Co. (1909) 212 US 1, 
14, 53 L ed 371, 29 S Ct 148, the 
United States Supreme Court pointed 
out that it was the plain duty of the 
company to set up a reserve sufficient 
to maintain the value of the property 
invested and the court then said: “Tf, 
however, a company fails to perform 
this plain duty and to exact sufficient 
returns to keep the investment unim- 
paired, whether this is the result of 
unwarranted dividends upon overis- 
sues of securities, or of omission to 
exact proper prices for the output, the 
fault is its own. When, therefore, a 


public regulation of its prices comes 
under question, the true value of the 
property then employed for the pur- 
pose of earning a return cannot be 
enhanced by a consideration of the er- 
rors in management which have been 
committed in the past.” 


In the case at bar it cannot be de- 
termined what reserves have been set 
up for depreciation on this McGehee 
plant. It cannot be determined wheth- 
er the company has set up too much or 
too little, or whether its actions or 
failures to act were due to unwarrant- 
ed dividends upon overissues of securi- 
ties, or whether they are due to fail- 
ure to secure proper prices. Certain- 
ly, the action of the company in so 
keeping its records that neither it nor 
anyone else can determine what is the 
balance in the depreciation reserve on 
the McGehee property should not serve 
to enhance the value of the property 
now being employed in the public serv- 
ice. In ascertaining what portion of 
its investments the company is now de- 
voting to the public service at Mc- 
Gehee, we set up the depreciation re- 
serve upon the best evidence available 
to us in the record. 
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Accordingly, we find that the orig. 
inal cost of the property used in sery- 
ing gas at McGehee, less depreciation, 9 
is the sum of $89,219.48. 

To this total there must be added 
certain amounts for materials and sup- 
plies and for working capital. 

The evidence of the company as to 
the amount to be added for materials 
and supplies is $300 and this amount 
is accepted. 

[10-12] The company contends 
that the amount which should be al-} 
lowed for working capital is $3,950, 
It included in that the sum of $2,254. 
80 on account of average monthly ac- 
counts receivable, the sum of $63.92 
for the average monthly payments for 
gas merchandise sales. It then in- 
cluded an item as the amount of mini- J 
mum bank balances which it would be 
necessary to keep in the banks to es-] 
tablish the banks’ good will. The com- 
pany figured for its whole business, 
that it was necessary to keep $250,000 | 
in the banks at all times in order to 
secure the good will of the banks, and 
that the amount allocated to gas serv- 
ice at McGehee out of this total would} 
be $1,169.25. It then included $153.- 
94 for manager’s fund. It then in- 
cluded an item of $310 for prepay- 
ments of insurance and taxes. This 
gave a total of $3,951.96. 

The accountants for the Department 
testified that a sum of $1,625 was a 
sufficient allowance for working cap- 
ital for the gas operations at Mc- 
Gehee. It is clear that the company 
does not pay for the gas which it 
purchases any appreciable length of 
time before it receives payment from 
its customers. The bills from the 
Memphis Natural Gas Company for 
gas cannot be made up until the Ar- 
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kansas Company has prepared and ab- 
stracted all of its bills against its own 
consumers. Payments from its con- 
sumers are due in ten days and its pay- 
ments to the Memphis Natural Gas 
Company are due in fifteen days after 
the Memphis Company bills the Ar- 
kansas Company. The Arkansas 
Company contends that it makes cer- 
tain concessions to some of its con- 
sumers in McGehee by not requiring 
them to pay their bills when due, but 
such concessions are not provided for 
in its schedules on file with this De- 
partment and cannot be considered. 
The accountants for the Department, 
after eliminating gas purchases and 
taxes, allowed to the company all of 
the amounts which it would pay out 
for fifty days’ operations. They took 
the total of the distribution expenses, 
both operations and maintenance, all 
customer expense, new business ex- 
pense, all local administrative and gen- 
eral expense, and the general expense 
of the Pine Bluff office allocated to 
McGehee. For one year these amount 
to $11,859.78, and that portion of this 
total which would be the expenses in- 
curred during the 50-day period 
amounts to $1,624.63. It occurs to 
us that this is an ample allowance for 
working capital. We cannot find that 
the customers at McGehee should be 
forced to contribute toward the keep- 
ing of a handsome balance on deposit 
in the banks. This company handles 
some ten to twelve million dollars 
through the banks each year and it 
occurs to us that to force the consum- 
ers of the company as a whole to pay 
a return on $250,000, which the com- 
pany contends it must keep in the 
banks at all times in order to maintain 
their good will, is an unjust exaction 


from the customers. Except for in- 
significant items, like a franchise tax, 
the company accrues its taxes far in 
advance of any payment of the same, 
and we do not think that any amount 
should be included on account of taxes. 
All payments for insurance are in- 
cluded in the fifty days’ expenses, in- 
cluded in the figure of $1,625, and 
we do not think that this figure should 
be increased on account of any pos- 
sible payment of insurance premiums 
prior to the accrual of these items. 
When these items for materials and 
supplies and working capital are add- 
ed to the depreciated original cost, it 
results in a total figure of $91,144.48 
as being the present value of the prop- 
erty of the company used in serving 
gas at McGehee, as reflected by the ac- 
tual investment of the company in that 


property. 
Present Cost of Construction 


The company’s estimate of cost of 
reproduction new of the distribution 
plant and an allocable part of the pipe 
line, is $182,705. In order to com- 
pare this with the estimate made by 
the Department’s engineers, we ex- 
clude, for the time being, certain items 
not contained in the latter estimate. 
These are going concern value ($15,- 
000), capital stock expense ($1,368), 
expenses incident to the issuance and 
initial sale of evidences of debt ($2,- 
348) ;—a total of $18,716. This 
leaves, for purposes of comparison, 
an estimate of $163,989. 

The estimate made by the Depart- 
ment’s engineers shows a cost of re- 
production new of $129,242. For 
purposes of comparison, we must add 
an allowance for cash working capital, 
which amount, as already indicated, 
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we find should be $1,625. This gives 
a total of $130,687. The difference 
in the two estimates so compared is 
$33,302. 

The company presented no positive 
evidence as to the amount of accrued 
depreciation. It contended that the 
property was in not less than 80 per 
cent of new condition and not more 
than 90 per cent. After making the 
eliminations above stated, the com- 
pany’s estimate of the cost of repro- 
duction new less accrued depreciation 
on an 80 per cent condition would be 
$132,161; on an 85 per cent basis, it 
would be $142,118; and on a 90 per 
cent basis it would be $148,075. 

Accrued depreciation was calculat- 
ed by the engineers of the Department 
on two bases. The first basis was the 


measured pit depth found by an inspec- 
tion of the pipe at a number of differ- 


ent locations, from which the present 
observed condition was calculated un- 
der formulae developed by the Nation- 
al Bureau of Standards. This re- 
sulted in an over-all observed present 
condition of 77.49 per cent and a pres- 
ent value of $101,772, including cash 
working capital. The second method 
used the measured pit depth as a basis 
for calculating the average expected 
service life, using also formulae de- 
veloped by the National Bureau of 
Standards. This resulted in an over- 
all present condition of 81.63 per cent, 
and a present value of $107,131, in- 
cluding cash working capital. 

A part of the difference in the un- 
depreciated reproduction cost is in the 
estimate for cash working capital. 
The company included $3,950,—an 
excess of $2,325 over the amount we 
find proper. 

Another part of the difference is due 
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to the different methods used in deter- 
mining what part of the transmission 
pipe line is devoted to serving gas at 
McGehee. We have already found 
that the proper proportion is 62.88 
per cent. The company allocated 73.6 
per cent. If the company had used 
the lower percentage, its total for Mc- 
Gehee would have been reduced by 
$8,787. 

The other differences between the 
two estimates are not easy to reduce 
to figures. 

[13] Pipe prices carried into the 
two estimates were different. For ex- 
ample, the company’s delivered price | 
for 6-inch pipe is 58.32 cents per foot. | 
The Department’s engineers used a 
price of 53.89 cents per foot. The 
quoted prices for pipe have not 
changed since about July 1, 1938. 
During many years prior and up tof 
the present emergency, it was the uni-J 
versal practice to allow certain dis- 
counts from the quoted prices—dis- 
counts which, to some extent, depend- 
ed upon the quantity purchased. The 
company’s engineers used prices and 
discounts applicable during the pres- 
ent emergency, and quoted to them by 
pipe companies “for estimating pur- 
poses only.” The Department’s en- 
gineers used the same prices but ap- 
plied the discounts which were uni- 
versally applied prior to the emerger- 
cy. We think that the general level, or 
plateau, of prices which applied for 
years prior and up to the present 
emergency is the fairer basis to use 
in trying to find the proper measure of 
return on utility property constructed 
many years ago. Pipe cannot be pur- 
chased now for new construction, ex- 
cept where defense project priorities 
can be obtained. Great weight ought 
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not be given to estimates of the cost 
of now reconstructing a property 
which cannot be now reconstructed. 
These differences in material prices 
account for a large part of the differ- 
ence between the two estimates. We 
have not attempted to reduce the dif- 
ference to dollars. 

Another large part of the differ- 
ence is due to differences in the esti- 
mate of labor costs. 

Curious inconsistencies appear in 
the company’s labor costs. It claims 
that it costs, without labor overheads, 
29.7 cents per foot to install 6-inch 
pipe, 24 cents fer foot to install 10- 
inch pipe and 20 cents per foot to in- 
stall 8-inch pipe—all on the same 
transmission line. In the distribution 


plant, it is claimed that it costs 30 
cents per foot to install 2-inch pipe— 
acost that is apparently out of reason. 

The company’s testimony is that it 


ascertained the actual labor costs on 
the original construction and increased 
them by 25 per cent to obtain present 
labor costs. The use of this percentage 
appears to be a rather arbitrary way of 
arriving at present costs, but for this 
discussion, it is assumed to be fair. 
The use of this method has resulted, 
however, in some unjustifiable in- 
creases in costs. 

[14] For example, the company aft- 
er taking original labor costs and in- 
creasing them by 25 per cent to arrive 
at present costs, adds thereto 4 per 
cent, in the distribution plant and 2 
per cent in the pipe line, to cover omis- 
sions and contingencies. An allow- 
ance for omissions and contingencies 
is proper where labor costs on recon- 
struction are, purely an estimate, but 
there is no justification for any such 
allowance on labor costs here, where 


the estimate is based on actual costs. 

In the distribution plant, the figure 
taken from the original construction 
records for the direct labor cost in in- 
stalling mains and services is $22,- 
385.29. This includes payrolls, con- 
tract labor, auto, team, and truck ex- 
pense, travel and lodging, miscellane- 
ous expense and expense of rebuilding 
ditches. The company’s engineer tes- 
tified he eliminated contract labor be- 
fore adding his 25 per cent, but he did 
add it to all the other items. No jus- 
tification was shown for adding it to 
any of them except the payrolls. The 
total labor costs shown in the esti- 
mate for the distribution plant, how- 
ever, indicates that the 25 per cent 
was added to everything, and then 
something added for good measure. 
For example, the total labor costs 
shown on the original work orders for 
installing mains and services is $22,- 
385.29. One hundred and twenty-five 
per cent of this would be $27,981.61. 
On page 15 of Exhibit “L,” the esti- 
mate for the cost of installing the 
mains alone is $27,309.18. In addi- 
tion, on page 20 there is an item of 
$3,100.19 for installing services. The 
total direct labor costs shown on the 
work orders for the distribution plant 
are $22,939.29. One hundred and 
twenty-five per cent of this would be 
$28,674.11. The total direct labor 
costs in the estimate for the same 
plant are $31,759.59. It is thus ap- 
parent that the labor costs in the esti- 
mates are in excess of 125 per cent 
of the original actual costs. The com- 
pany’s estimate of present labor costs 
does not follow very closely the ex- 
planation and justification for them in 
the testimony. ; 

All of the indirect labor costs are 
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based on percentages of the direct 
labor costs. If the direct costs are 
not justified, it follows that indirect 
costs are bound to be exaggerated. 
The engineers for the Department, 
in their estimates of labor costs, fol- 
low the usual procedure of setting up 
what are considered typical labor 
gangs, estimating their wages at pres- 
ent prices, and estimating the work 
such a gang would perform per day 
under present working conditions. 
Another difference between the en- 
gineers is in the estimate of general 
overheads. The Department’s engi- 
neers allowed a total of 11.44 per cent. 
The company used 13 per cent on the 
transmission lines and 15 per cent on 
the distribution system, and in addi- 
tion made separate allowances of $648 
for items included in the 11.44 per 
cent estimated by the Department’s 
engineers. We have already discussed 


the 4 per cent allowed by the company 
for omissions and contingencies on 
labor costs. 

The company’s estimate contained 
allowances for three items for which 
nothing was included by the Depart- 


ment’s engineers. These are: Go- 
ing value $15,000; capital stock ex- 
pense, $1,368; and expense incident 
to issuance and initial sale of evidences 
of debt, $2,348 ;—a total of $18,716. 

[15, 16] In considering the compa- 
ny’s claim that there must be a sepa- 
rate allowance in a specific sum for go- 
ing value we must keep in mind that 
we are not attempting to establish a 
commercial value. Value for rate 
making is not an appraisal of com- 
mercial value. What we are doing is 
to determine a proper measure of the 
return to which the owners of the 
property are entitled for the use of the 
42 PUR(NS) 


same, over and above all of their prop- 
er expenses. That measure is the val- 
ue of what the owners have devoted 
to public service. No item should be 
included which the owners did not de- 
vote to such service. That value must 
be determined, and we do determine it 
here, upon the basis of a plant in suc- 
cessful operation—of a going concern, 
It did cost, and it would cost now, a | 
certain amount, over and above the | 
direct costs of the items of property 
and of labor, to buy these various 
items of property, to assemble them, to 
construct the plant, and to devote it § 
to the public service. This under- § 
ground system of pipe would have a | 
value far less than these costs if the § 
system were not in actual use for the § 
very purpose for which it was in- | 
stalled. When we adopt as a measure § 
of value, either the original cost, or § 
the present cost, of installation, we are ] 
valuing the property as a going con- § 
cern—not valuing merely the bare § 
bones. After we have given effect to 7 
all costs of purchase and construction, § 
including all the overhead costs of put- § 
ting the property together and of de- J 
voting it to the public service, we have § 
placed a value on everything that was, § 
or is, devoted to the public service. § 
We cannot, on this record, include an 
additional separate item or amount for 
going value without capitalizing earn- § 
ing power. If we attempt to add an 
additional amount, on this record, such 
amount would rest upon no property, | 
nor investment, which the evidence 
shows has been devoted to, or is used 
in, the public service. 

Attached customers are not items 
of property which were devoted to the 
public service by the company. Fur- 
ther, the company has a monopoly, and 
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anyone who wants gas must resort to 
the “old stand” or do without. To 
attempt to value this situation is to 
capitalize monopoly. 

Efficient management has been paid 
for by the consumers already in op- 
erating expenses. We cannot make 
them pay for it again by capitalizing it. 

If there can be any justification for 
a separate item of value for going con- 
cern it must be on the basis that the 
actual history of this very plant shows 
there were outlays in the nature of cap- 
ital expenditures—like general con- 
struction overheads—incurred to 
reach the state of a going concern, and 
which are not covered in the items we 
have included. Such development 
costs must be carefully separated from 
ordinary operating expenses. From 
aught that appears in this record, if 
there were any such expenses they may 
have been already compensated for out 
of rates previously collected. The rec- 
ord indicates that the company has 
been earning more than a fair return. 
In the absence of clear proof, it is not 
to be presumed that the company is 
now under the necessity of making up 
past expenses incident to the experi- 
mental or developmental stage of its 
business, if there was such a stage. 
Any such alleged development costs 
must be clearly differentiated from 
past losses. Past deficits, or past fail- 
ures to earn a fair return, are not to be 
capitalized. Galveston Electric Co. v. 
Galveston, 258 US 388, 66 L ed 678, 
PUR1922D 159, 42 S Ct 351. 


To justify us in adding a separate 
value on account of such development 
costs, a company must present con- 
crete evidence of its actual experience 
in incurring such costs, that same were 
not operating expenses, that it has not 


already been compensated for same 
out of past earnings, and that in in- 
cluding such costs we would not be 
capitalizing past losses or past charges 
which are properly to be included in 
operating expenses. This the com- 
pany has not done. Accordingly, we 
are not justified in including, in the 
measure of the return which the con- 
sumers must pay the company for the 
use of the property which the compa- 
ny has devoted to the public service, 
any separate item to cover property or 
investment which the record does not 
show has been devoted to such serv- 
ice. 

[17] The company in its estimated 
cost of reproduction new included an 
item of $1,368 for capital stock ex- 
pense and an item of $2,348 for ex- 
penses incident to the issuance and 
initial sale of evidences of debt. The 
total of these two items is $3,716. 

These items are not proper elements 
of cost of reproduction new and we 
exclude them. What we are attempt- 
ing to estimate is the present cost, and 
in order to do so we assume the con- 
struction of this property by persons 
financially able to construct it. Oth- 
erwise, the more impecunious the or- 
ganizers, and the more subject to ex- 
cessive costs of procuring money, the 
greater would be the present value of 
the property. 

In the case of Minneapolis v. Rand 
(1923) 285 Fed 818, 829, the circuit 
court of appeals for the eighth circuit 
pointed out that alleged reconstruction 
costs of this nature were assumed upon 
the theory that the company, planning 
to build this plant, should not be pos- 
sessed of sufficient money and should 
be compelled to borrow money by 
floating securities through brokers, 
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and would be exposed to large dis- 
counts in this way. It said: 

“The fair value of the plant should 
not be estimated upon such a basis of 
impecuniosity and exactions, but up- 
on the theory, if used, of reconstruc- 
tion by those financially able to build 
the plant, paying reasonable prices 
therefor.” 

Similarly, in Colorado Power Co. v. 
Halderman, 295 Fed 178, 191, PUR 
1924D 789, the court held that the 
cost of marketing securities was not a 
proper item to go into the rate base. 

In Galveston Electric Co. v. Galves- 
ton, supra, 258 US at p. 397, PUR 
1922D at p. 167, the district court 
had excluded such alleged costs of 
marketing stocks and bonds and this 
action was affirmed by the Supreme 
Court. That court pointed out that 


such costs might be proper for con- 
sideration on the original cost basis 


of valuation and it said: 

“But, as the base value considered is 
the present value, that value must be 
measured by money; and the cus- 
tomary cost of obtaining the money is 
immaterial.” 

Similar costs are excluded in the 
case of Wabash Valley Electric Co. v. 
Young, 287 US 488, 500, 77 L ed 447, 
455, PUR1933A 433, 53 S Ct 234, 
the court pointing out that there was 
no evidence that such cost was in- 
curred or that it necessarily would be 
incurred in the event of reconstruc- 
tion. 

Similar items in the estimate of the 
cost of reconstruction were excluded 
in the Los Angeles Gas Case, 289 US 
287, 310 77 L ed 1180, 1195, PUR 
1933C 229, 53 S Ct 637, and in the 
Dayton Gas Case (1934) 292 US 290, 
310, 78 Led 1267, 1281, 3 PUR(NS) 
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279, 294, 54 S Ct 647. In the latter 
case the court said that under recent 
decisions the exclusion of this item 
was proper as being remote and con- 
jectural. The court also said: 
“We are to remember that the cost 
of reproduction is a guide, but not af 
measure.” 


Conclusions As to Value 


[18] This case illustrates the effect f 
on the public of using estimates of 
present reproduction costs as the con-} 
trolling element in findings of value 
rather than using actual prudent in- 
vestment. 
1929, at the height of the Hoover§ 
boom. Actual prudent investment at§ 
that time is a fair measure of the rate 
base. Using the company’s methods # 
of allocating the pipe line and of cal- 
culating interest during construction, 9 
which methods we do not approve, the F 
cost in 1929 was $139,190. After @ 
eliminating intercompany profits, there § 
remains a cost of $128,060. The® 
company’s estimate is that it would® 
cost $182,705 to build this property 
now, and it contends that this estimate 
ought to be given great weight in ar- J 
riving at the measure of the return 
which the consumers must pay. We} 
cannot see that we are depriving the § 
company of its property without due § 
process of law if we give great weight, § 
in determining the measure of its re- 
turn, to the amount which it actually § 
invested in 1929. This is simply good & 
common sense, and, as Winslow, C. J., # 
said in Madler v. Kersten (1920) 170% 
Wis 424, 427, 175 NW 779, 780, 
“good common sense is frequently § 
law.” 

Considering all the facts before us, & 
including original cost, present cost of 
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construction, accrued depreciation, and 
the fact that the items of property 
making up the plant are a going con- 
cern operating, with business attached, 
in the manner and for the purpose for 
which they were installed; and giving 
to the current level of prices the full 
effect to which we find it is entitled, 
and allowing for any intangible ele- 
ments of value, and for all costs of at- 
taching business, in so far as same are 
shown to have been incurred and ac- 
counted for, not fully cared for in the 
previous discussion and in the usual 
and current operating expense, we 
fnd that the fair value as of Decem- 
ber, 1940, to be used as the measure of 
the return, to which the owners are 
entitled and which the consumers must 


pay, for the use of the property, in-. 


duding materials and supplies and 
working capital, devoted by the own- 
ers to the service of gas at McGehee, is 
the sum of $95,000. 


Rate of Return 


[19] For reasons hereinafter stated 
we fix the rate of return at 6 per cent, 
although we find that 54 per cent is a 
reasonable rate of return under present 
conditions. It is equal to, or exceeds, 
the return generally being made at 
this time and in this general part of 
the country on investments in other 
business undertakings which are at- 
tended by corresponding risks and un- 
certainties, and it is reasonably suffi- 
tient to assure confidence in the finan- 
tial soundness of the company and is 
adequate under efficient management 
to maintain and support its credit and 
enable it to raise money necessary for 
the proper discharge of its public du- 
ties, 

As to the return now being made by 
[6] 


similar undertakings in this part of 
the country, the best information 
shown in the record is from statistics 
published by the Securities and Ex- 
change Commission. These statistics 
cover the operations of all utility sub- 
sidiaries of registered holding com- 
panies. There appear to be 49 such 
companies in Arkansas and the states 
on which it borders. The over-all 
weighted average for these 49 com- 
panies of net operating revenue to in- 
vestment for 1940 was 5.2 per cent. 
The simple average was 5.65 per cent. 
The weighted average more correctly 
reflects the relation between net earn- 
ings and investment for the territory 
as a whole. 


Ten of the companies included serve 
gas only. Their earnings in 1940 
were: 

St. Louis County Gas Company 
Arkansas Louisiana Gas Company ... 
Community Natural Gas Company ... 
County Gas Company 

Dallas Gas Company 


Laclede Gas Light Company 
Southern Natural Gas Company 


Of these the only one operating in 
Arkansas is the Arkansas Louisiana 
Gas Company. It also operates in 
Texas and Louisiana. Its return was 
3.42 per cent. 


The Arkansas Power & Light Com- 
pany, the appellant here, earned 4.84 
per cent according to its reports to the 
Securities and Exchange Commission. 

While we can assume that in many 
utility companies the investment 
shown on the books, and so reflected 
in the returns to the SEC, are in ex- 
cess of actual value, we cannot help 
noting that the returns by the biggest 
of these gas operators run well under 
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4 per cent. The United Gas Corpo- 
ration investment is over 275 millions. 
It earns 3.44 per cent. The Laclede 
Gas Light Company earns 3.41 per 
cent on nearly 58 millions. The Ar- 
kansas Louisiana Gas Company earns 
3.42 per cent on over 514 millions. If 
we assume the values of these three 
companies are 25 per cent lower than 
their book investment, we still do not 
reach a 54 per cent return. 

Accordingly, we find that a return 
of 54 per cent is at least equal to, and 
apparently is considerably in excess of, 
the return generally being made in this 
general part of the country in other 
business undertakings which are at- 
tended by corresponding risks and un- 
certainties. All of the companies de- 
scribed with earnings of less than 54 
per cent are regarded as financially 
sound. 

At the present time, utilities in Ar- 


kansas, including gas utilities, are able 
to borrow large amounts of money on 
long-term bonds at a coupon rate of 


33 per cent. Some have done so re- 
cently. These include the Southwest- 
ern Gas and Electric Company, the 
Arkansas Louisiana Gas Company, 
Texarkana Water Corporation, and 
Arkansas Utilities Company. In the 
fall of 1941, the Missouri Utilities 
Company, operating in Missouri and 
northeast Arkansas, sold bonds, due in 
1971, in the sum of $3,150,000, bear- 
ing interest at the rate of 34 per cent. 
These were sold to Dillon, Reid & Co. 
for 1044 per cent of par value and 
were resold at once to the Equitable 
Life Assurance Society for 1043 per 
cent, making the effective interest rate 
34 per cent. 

The Securities and Exchange Com- 
mission reports show that in 1940 it 
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approved bond issues of electric and 
gas utilities, 43 issues, in the amount 
of over 759 millions, having an aver- 
age coupon rate of 3.29 per cent, and 
sold at prices such that the yield to the 
investor was 3.05 per cent. 

The record also contains abundant 
evidence that 5 per cent is a sufficient 
dividend rate on preferred stock. The 
Southwestern Gas and Electric Com- 
pany and Missouri Utilities Company 
have both floated such issues at such a 
rate very recently. 

If the McGehee gas plant were cap- 
italized with bonds, preferred stock, | 
and common stock in the same propor- § 
tions as the present capital structure 
of the company, with bonds bearing | 
interest at 34 per cent and preferred 
stock dividends at 54 per cent, then a § 
return of 54 per cent on the total val- | 
ue would yield a return of 10.79 per 
cent on the common stock. 

The record reflects that a capital | 
structure of 60 per cent bonds, 15 per | 
cent preferred stock, and 25 per cent 
common stock and surplus is not un- § 
usual and has been frequently ap- | 
proved by regulatory bodies. With § 
the same rates of 34 per cent on bonds § 
and 54 per cent on preferred stock a § 
return on value of 54 per cent on the 
whole would leave 10.30 per cent re- 
turn on the common stock. 

We find that a rate of return suff- § 
cient to yield 10 per cent on the stock- 
holders’ equity, after making adequate | 
provisions for a proper capital struc- 
ture in so far as bonds and preferred 
stock are concerned, is adequate to 
maintain and support the company’s 
credit and enable it to raise money 
necessary for the proper discharge of 
its public duties. 

The bonds and preferred stocks of 
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the company bear higher rates than 
34 per cent and 5 or 53 per cent. But 
the customers of the company ought 
not to be penalized by the failure of 
the company, for any reasons what- 
ever, to take advantage of the low 
money rates now in effect and which 
have been in effect for some time. 
Utilities in Arkansas, as well as else- 
where, have been able to reduce the 
burdens of their interest and preferred 
dividends. The Southwestern Gas & 
Electric Company has done it. So has 
the Arkansas Louisiana Gas Company. 
So have several smaller companies in 
this area. No reason has been shown 
why the rates of this company must 
be so fixed as to permit interest rates 
far higher than others are paying and 
still leave a handsome return for the 
equity owners. 

As explained below under expenses, 
we use the consumption for the year 
1940 in estimating the effect of the 
rate schedule. The evidence indicates 
that 1940 was an abnormally good 
year. We are compelled to use it for 
the teasons stated below. If we had 
in the record competent evidence of 
expenses and consumption covering a 
longer period, on which we could make 
a forecast of the future free from the 
effect of the extended cold season of 
1940, we should use a rate of return of 
5} per cent. We do not have such evi- 
dence and must use 1940 figures. In 
order to make an adjustment for this, 
we use a rate of return of 6 per cent 
instead of the 54 per cent which we 
find to be a fair and reasonable rate of 
return. 


Expenses 


Gas is served at McGehee by a com- 
pany whose primary business is the 


generation, transmission, and sale of 
electricity, but which also distributes 
gas, operates some water plants, ice 
plants, and a few meat-packing plants. 
Some >f its expenses must be allocat- 
ed between its different businesses and 
plants. 

In the estimates of expenses and 
revenues which follow we have used 
those for the year 1940. As to reve- 
nues, it has been objected that the year 
1940 was not a normal gas year and 
that sales for that year may not fairly 
reflect the sales to be expected in a 
normal year in the future. 

The first testimony put on by the 
company showed expenses for other 
years than 1940 but these expenses 
were so largely based on estimates and 
allocations that they were rejected as 
unsatisfactory and not sufficient to 
discharge the burden of proof. In 
spite of the fact that the statute au- 
thorizes city councils to regulate rates, 
the company does not keep its books in 
such a manner as to reflect its actual 
expenses in the city, and, when it ap- 
pealed from the action of the city 
council of McGehee, it undertook to 
discharge the burden upon it by alloca- 
tions, first to its gas business as a 
whole and then to its McGehee gas 
operations, of its general and district 
expenses—expenses incurred in its va- 
rious and scattered businesses. When 
these estimates were rejected it asked 
and obtained time to make a cost study 
from time records of its McGehee ex- 
penses and when these came in they 
were for 1940 only. Therefore, the 
only competent evidence of expenses 
was for 1940 and we have accordingly 
based our estimates of revenues on 
1940 consumption. Further, 1940 
consumption is the only one for which 
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the record shows sufficient detail as 
to the per customer consumption to 
enable us to apply any rate structure. 

We think any apparent injustice to 
the company in using 1940 consump- 
tion is taken care of by the fact that 
cost of gas is such a large part of the 
expenses. If, as the company fears, 
it won’t sell as much gas in 1941 as it 
did in 1940, it won’t have to buy as 
much gas and its expenses will be 
much less. 

Furthermore, as we have indicated, 
we have raised the rate of return from 
54 per cent, which we think is fair and 
reasonable, to 6 per cent in order to 
provide an additional margin against 
any possible unjust effect of our using 
1940 per customer consumption in es- 
timating the revenues to be realized 
from the rates hereinafter fixed. If 
we had had competent evidence as to 
actual expenses for three or four years 
and per customer consumption for the 
same years, we should have confined 
the rate of return to 54 per cent. The 
record also reflects that there has been 
a steady growth in the number of cus- 
tomers at McGehee and estimates for 
the future must give effect to this fact. 


The final study of actual expenses 
was made by Company Witness Sum- 
ners, who prepared its Exhibit “Q.” 
He seems to have done a good job in 
ascertaining the expenses which can 
be directly charged, and thereby re- 
ducing the amounts which must be al- 
located. The direct expenses ascer- 
tained by him are accepted as correct. 
His total of expenses within the Mc- 
Gehee division includes, however, $3,- 
014.80 of allocated expenses. 

On page 108 of his exhibit he shows 
the data for several different bases of 
allocation. He used a composite of all 
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these bases. The burden of proof be. 
ing on the company and r9 reason be 
ing shown why the lowest reasonabld 
basis of allocation should not be used, 
it should be used. On such basis, his 
allocated local expenses should be re 
duced by $110.76, leaving a total ex- 
pense, including cost of gas at the city 
gate, but not including taxes, general 
office expense, or depreciation, of $28 - 
833.10. 

Actual ad valorem and general taxes 
were $2,635.04 in 1940. 

[20] The expense of the general of-§ 
fice of the company is, by it, allocated 
to the various operations and plants on 


a gross revenue basis. This is, in ourJili 


opinion, unfair. The company pays 


a high price (we think too high afin 


price) for gas at the city gate. This 
increases the gross revenue out of 
proportion to the value of any serv- 
ices rendered by the general office of 
the company in serving gas at Mc- 
Gehee. The company exhibit shows, 
for example, that under the old rate 
the amount of general office expense to 
be allocated to McGehee is $3,435.68, 


while if the city ordinance rate was ing 


effect the amount of such expense 
would be $2,380.47,—a difference off 
$1,055.21. It cannot be contended§ 
that there is any reasonable connec- 
tion between the cost of the service 
rendered to McGehee gas customers by 
the general office and either of the 
amounts shown in the company ex- 
hibits. It is just and allocation, made 
without consideration of any of the 
factors affecting the volume of gross 
revenue. The company might just as 
well ask $5,400 at $3,400 or $2,300. 
In view of the fact that the cost of 
gas at the city gate is included in ex- 
penses at what we regard as too high 
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, rate and that some conisderation 
hould be given to this fact in an al- 
ication even remotely connected with 
ross revenue, we think that the maxi- 
jum amount of general office expense 
be allocated to the McGehee gas 
business is $2,000. All direct services 
endered by the general office, such as 
separation of bills and the time and 
xpenses of gas superintendence, have 
ready been included. All the local 
sanagerial, superintending, account- 
ing, and other expenses are also includ- 
d. This allowance of $2,000 is ap- 
proximately 4.6 per cent of the total 
«pense. It is not shown by any evi- 
Mince in the record to be insufficient. 
The city might be justified in contend- 
mg it is too high. 

We find that the expenses of the 
McGehee gas operations should in- 
dude an annual charge of $2,605.88 
m account of depreciation. The orig- 
inal cost of the depreciable property is 
$111,792.31. The annual rate of de- 
preciation is 2.331 per cent. 

The annual return used by us is 6 
vr cent of $95,000 or $5,700. 

Income taxes on the above annual 
return will be included in the amount 
of $1,680. The company’s ratio of 
ionds to investment is 56.22 per cent. 
This percentage of $95,000 is $53,409. 
nterest on this sum at 34 per cent is 
$1,869. Deducting this from the $5,- 
100 return leaves a net income of $3,- 
$31. The additional amount to pay 
income taxes on such income, which 
must be included in revenue to pro- 
vide a net return to the company of 
$5,700, after the payment of income 
axes, is approximately $1,680. No 
income tax calculations have been of- 
fered in evidence, but we understand 
that on the basis of 1940 income, less 


reductions in 1941 income, through 
other reductions in rates, the company 
as a whole will probably pay no ex- 
cess profits tax on 1941 income and we 
allow for none. There is no evidence 
that any will be paid. In view of the 
actual bond interest rate of 5 per cent, 
the actual income tax would be lower 
than the amount we include. The 
record contains no exact estimate of 
income tax. The amount we allow is, 
in our opinion, a fair amount. 

This gives a total expense, includ- 
ing depreciation, return, and income 
tax, for the operations of the company 
in serving gas at McGehee, as follows: 


$28,833.10 
2,635.04 
2,000.00 
2605.88 
5,700.00 
1,680.00 


$43,454.02 


Operating expenses 

Ad valorem and general taxes .... 
Pine Bluff general office expense .. 
Annual charge for depreciation ... 
Return 

Income taxes 


Rates will be fixed to provide the 
above amount of annual revenue, al- 
though the price paid for gas at the 
city gate is so high that rates to pro- 
vide such an income may be in excess 
of what the services rendered are rea- 
sonably worth. 

The cost of gas included in the 
above expense is $21,313. This leaves 
$22,140 as the cost of distributing gas. 
For purposes of comparison, we elimi- 
nate income taxes, depreciation, and 
return, leaving $12,155. In 1940, there 
were 628 customers. The cost of dis- 
tribution per customer is $19.35. The 
per customer cost of the Arkansas 
Louisiana Gas Company in Arkansas 
in 1940 was $18.07. The per custom- 
er cost of the Empire Southern Gas 
Company at Clarksville (752 custom- 
ers) was $15.21. That of the Fort 
Smith Gas Company at Fort Smith 
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was $8.64. At Hot Springs the cost 
was $11.53 per customer. At Malvern 
(669 customers) it was $14.53. All 
of those figures exclude income taxes. 
It will thus be seen that, aside from the 
cost of gas at the city gate, the ex- 
penses allowed at McGehee are high. 

If anything more than lip service is 
to be given to the doctrine that the 
public is entitled to demand that no 
more be exacted from it than the serv- 
ices. rendered are reasonably worth, 
then we cannot increase any of the es- 
timates or allowances hereinbefore 
made. No reasonable excuse has been 
offered as to why it costs $19.35 per 
customer to distribute gas at McGehee, 
while it can be done for $14.53 at 
Malvern and for $15.21 at Clarks- 
ville. Undoubtedly a part of the high 
apparent cost is due to allocation of 
expenses—particularly to allocation 
on a gross revenue basis. 

The revenues which the rate fixed 
by the city council will provide are 
$34,747.89, less the sum of $123.64 
increase in the cost of gas due to rais- 
ing some customers, or a net revenue 
of $34,624.25. This is less than the 
amount necessary to pay expenses, de- 
preciation, and return. We find this 
ordinance rate to be unreasonably low. 

Having found that the rate fixed by 
the city council is too low, it is our 
duty under §§ 15 and 18 of Act 324 
of 1935 to determine and fix a reason- 
able rate or rates to be charged at 
McGehee in lieu of the rates fixed by 
the city council; and, aside from the 
matter discussed below, to be applied 
retroactively from the time the city 
council rate would have taken effect, 
and to determine the amount, if any, 
to be refunded to the consumers. 

In this case the city council enacted 
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the ordinance reducing the rates ¢ 
December 3, 1940. This appeal w 
filed with this Department on Dece 
ber 23, 1940. In the meantime, tf 
company had applied for, and had 0 
tained from the United States distri 
court for the eastern district of A 
kansas, an order enjoining the ef 
forcement of the ordinance. In j; 
complaint filed with this Departmed 
this fact was set up. The compa 
did not ask that the rates fixed by t 
city council be suspended under t 
provisions of § 15 of Act 324, but 


did, after setting up the fact of sai 


Federal court order, pray “that if fq 
any reason the said injunction shoul 
cease and the operation of said ordé 


nance no longer be enjoined, this Cong™if 
mission immediately suspend the ofm™: 


eration of said ordinance, as provide 
by Act 324 of the Acts of Arkans 


for the year 1935, and contemporang 
fix thy 


ous with said suspension, 
amount of the bond which the Arka 
sas Power & Light Company shall fil 
in connection with the suspension 0 
said ordinance.” 


We understand the fact to be tha 
said United States district court, off 
a hearing on a motion to dissolve thé 


restraining order which it had issue 
in December, 1940, directed, or permit 
ted, the company to apply to this De 


partment for a suspension of said ordigl 


nance. Said application having bee 
made, this Department did, under dat 
of September 15, 1941, suspend the ef 
fect of said ordinance pending the fina 
investigation and determination by 
this Department of this appeal. 

[21] The situation is, therefore 
that in so far as any order of this De 
partment is concerned, said ordinancé 
was not suspended prior to Septembet 
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In our opinion, we do not 
ve the power to suspend an ordi- 


“nt of their rights between Decem- 
er 3, 1940, and September 15, 1941, 
he parties must look to the Federal 
burt. Our power extends only to 
xing the rates which should have 
en fixed by the city council in the 
ist instance, and in ordering those 
ates to be applied in the future, and 
a ordering refunds down to the basis 
{ such rates for all amounts which 
fe company has collected from its 
@monsumers in McGehee in excess of 
much rates from and after September 
5, 1941. 

We determine and fix the schedule 
mi rates set out below as the reason- 
Mile rates to be charged and applied 
nthe city of McGehee. According to 
mr calculations, they will yield more 
an the $43,454 which is necessary 


0 cover expenses, taxes, return, and 
depreciation. 

We do not change the industrial nor 
entral heating rate schedules now in 
ffect nor the rate for churches, 
thools, public buildings, city hall, and 
ail. The council did not change 


Mem. All of them shall continue in 
(fect as they now are, and in our cal- 
tlations of revenue we have so con- 
dered them. The central heating 


igmrate is the only rate now filed which 


is applicable to the City Laundry and 
Peel Dry Cleaners and we have so cal- 
wlated the revenue from these cus- 
tomers. Revenue from the McDon- 
ald Gin has been calculated on the in- 
dustrial rate—the only filed rate ap- 
flicable to it. 

The rate which we find should be 
charged and applied for gas service in 
tesidences, individual apartments, or 


flats, for cooking, water heating, space 
heating, refrigeration, and other do- 
mestic purposes measured through one 
meter, and which shall also apply to 
general commercial establishments not 
classified as industrial, are: 

First M cu. ft. or less, per month ve 
Next 4M cu. ft 

All over 5 M cu. ft. 

The company may charge domestic 
customers outside the city limits an 
additional 25 cents on the first thou- 
sand cubic feet per month. Except for 
such differential, the above rates shall 
apply to all customers outside the city 
limits but served from or as a part of 
the McGehee distribution plant. 

The above rates are high. An im- 
portant reason for this is the high rate 
paid at the city gate for gas purchased 
from the Memphis Natural Gas Com- 
pany. The volume of gas purchased 
for use at McGehee could be purchased 
by a domestic consumer at the domes- 
tic rate in Little Rock for less money 
than the company pays wholesale at 
McGehee. The Little Rock domestic 
rate includes the cost of distribution, 
as well as the cost of production and 
transportation. The gas for Little 
Rock and for McGehee comes from 
approximately the same fields. The 
distance to McGehee is much shorter. 
The company is not blameless in this 
matter. When the McGehee gate rate 
was fixed there was an affiliation be- 
tween the two companies. This affili- 
ation, we are informed, has been re- 
moved but the company has done 
nothing about getting a lower gate 
rate. This is in face of the fact that 
the Memphis Company carries gas past 
McGehee to Memphis and there sells 
it at wholesale for domestic use at a 
much lower rate. It was the duty of 
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the company to protect its consumers 
in this matter. It has not done so. 

We have considered these gate rates 
in a separate docket and we are now 
seeking lower gate rates. We shall 
retain jurisdiction of this case for the 
purpose of determining whether any 
reduction we may secure ought not be 
passed on to the consumers. 

It is ordered by the Department: 

1. That the following rates shall be 
charged and applied by the Arkansas 
Power & Light Company for gas sold 
at McGehee, Arkansas, and to custom- 
ers outside the city limits but served 
by such plant, for all billing periods 
ending on and after twenty days after 
this date, for gas service in residences, 
individual apartments or flats, for 
cooking, water heating, space heating, 
refrigeration, and other domestic pur- 
poses measured through one meter; 
and also to general commercial estab- 
lishments not classified as industrial, 
to wit: 

First M cu. ft. or less, per month $1. 


Next 4M cu. ft 
All over 5 M cu. ft. 


a: Siaielavoreieioieisiois s\siais .50 


The company may charge domestic 
consumers outside the city limits an 
additional 25 cents on the first thou- 
sand cubic feet or less, per month. 


Schedules embodying this rate will 
be filed within twenty days. 

2. The rates heretofore in effect for 
industrial and central heating use, and 
for schools, churches, public buildings, 
city hall, and jail shall continue in ef- 
fect. 

3. Said rates shall apply to all me- 
ter readings made on and after twenty 
days from the date of this order and 
the company shall file schedules ac- 
cordingly. 
42 PUR(NS) 
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4. The Arkansas Power & Light) 
Company shall within sixty days fro 
this date prepare and file with this De 
partment and with the city clerk off 
the city of McGehee, Arkansas, # 
statement showing, for each customet 
in McGehee from whom it has collect# 
ed for gas at rates in excess of thosd™ 
set out above, the name of the perso 
in whose name the meter is listed, thay 
amount collected since September 15 
1941 ; the amount due under the above 
rates for gas supplied since Septembelf 
15, 1941; the difference between sucl 
amounts ; interest at the rate of 6 pew 
cent per annum upon the amount off] 
such difference down to the date of 
filing of such statement and the tota 
due such consumer. Immediately up 
on the filing of such statement, said 
company shall publish once a week fory 
two weeks in some newspaper pub-—— Valu 
lished and having a bona fide generally 
circulation in McGehee a notice to they 
consumers that such statement, show-¥ 
ing refunds and interest due, has been Valu 
filed with the city clerk of such city,% 
and warning all consumers that they 
should consult said statement and file 
with this Department in writing with- 
in twenty days from the filing of they 
statement any protest they may have™ 
as to the correctness of the refunds 
there shown due and that in the ab- 
sence of such protest said statement & 
will be taken as correct. 

5. The Department retains jurisdic- 
tion of this cause for such further or- 
ders as may be necessary as to the set- 
tlement of the amount of the refunds 
and the payment thereof. 

6. The Department retains juris- 
diction of this case for the further 
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sirpose of considering, if we securea gate, whether such reduction should 
duction in the cost of gas at the city not be passed on to the consumers. 
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41Re Twin City Pipe Line Company et al. 


[Docket No. 467.] 


: Valuation, § 202 — Exhausted gas wells — Field lines. 





1, Natural gas wells which have been exhausted have no place in an esti- 
mate of the cost of reproduction new, nor do the field lines leading to those 
wells, as they cannot be considered used or useful now or in the future 
and they would not be reproduced, p. 93. 


: Valuation, § 223 — Gas wells not yet drilled. 


2. Natural gas wells necessary for the immediate development of proven 
fields may be left in the rate base, but no wells which the company proposes 
to drill in areas which have not been proven should be included, p. 93. 


; Valuation, § 36 — Rate base — Depleting assets — Original cost. 


3. Original cost should be used in ascertaining the present value of a 
rapidly depleting asset, such as a producnig gas well, and this is especially 
true where the Commission must rely greatly on cost of reproduction new 
in valuing other property, p. 95. 


q Valuation, § 79 — Reproduction cost estimate — Pipe prices — Quotation. 


4. Estimated cost of reproduction new of natural gas pipe lines should 
be corrected so as to apply discounts on pipe prices although discounts are 
not supposed to be available during a present emergency, since the general 
level or plateau of prices which in effect for several years prior and up 
to the present emergency is a fair basis of estimating the cost of re- 
construction of a property actually constructed over a period of years 
than are’ present prices, especially where it would probably be impossible 
to construct the property now because of war priorities restricting the use 
of materials, p. 95. 


Valuation, § 36 — Original cost estimate — Weight. 


5. The Commission cannot give as much weight to estimates of original 
cost as should generally be given to original cost studies, where it is not 
possible to make a very reliable cost study but the figures show original 
cost less depreciation, after adjustments for plant acquisition costs and 
eliminations relating to previously produced gas wells and dry hole ex- 
pense, with a deduction of the allocable part of reserves, p. 96. 


; Valuation, § 313 — Working capital — Natural gas companies. 


6. A cash working capital allowance for natural gas companies was based 
on a 30-day allowance for cost of gas purchased from nonaffiliated com- 
panies and a 45-day allowance of all other operating expenses, intercompany 
sales being eliminated, p. 98. 
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Valuation, § 332 — Going value — Separate allowance. 


7. No separate allowance should be made for going value when reprodud 
tion cost (given primary weight in the valuation) includes all overhea( 
costs, and where it is not shown that capital expenditures were incurred 
to reach the state of a going concern, that such expenditures, if incurred 
were not charged to operating expenses, that the company has not bees 
compensated for such expenditures out of past earnings, and that by 
including such expenditures there would not be a capitalizing of past losseg 
p. 98. 


Valuation, § 30 — Rate base — Original cost — Reproduction cost. 


8. Ordinarily it is proper to give great weight to original cost, especially 
when estimates of reproduction cost are made in times of inflated prices, a 
inflated costs are not an accurate measure of what the owners have devote; 

to the public service; but when original cost figures are not as complet@ 
and reliable as they should be, a reproduction cost estimate giving substang i 
tial weight to depreciation may be a fair and proper measure, p. 99. 


Expenses, § 9 — Future estimates — Additional salaries. 


and to pay better salaries, p. 100. 
Expenses, § 136 — Natural gas company — Dry hole drilling expense. 


10. Allowance for operating expenses of a natural gas company should 


include an amount for dry hole drilling expense, p. 100 


Depreciation, § 67 — Natural gas — Depletion allowance. 


11. Equipment which is part of a natural gas well should be depleted along” 
with the cost of drilling the well, p. 100 4 


Depreciation, § 16 — Depletion basis — Natural gas wells. 
12. The only property which should enter into the depletion base of 
natural gas utility is the property which is now used and useful, and well 
which formerly produced but are now exhausted should not be considere 
in arriving at an annual depletion allowance, p. 101. 


Depreciation, § 13 — Depletion base — Producing leases and producing gas wel 
— Original cost. 


13. The depletion base for present producing natural gas leases and presen 


producing wells should not be their original cost but should be the balancqy 


now remaining and undepleted out of their original cost, p. 101. 


Depreciation, § 21 — Annual depletion allowance — Period considered. 


2 Jaluat 
9. Allowance should be made, in projecting expenses in a rate case, fob" 
additional expense when a company is planning to employ additional helg 


14. The depletion unit determined for a natural gas company (related to qq! 


production) should be applied to estimated production for the next 3-yea 
period rather than the first year only, inasmuch as rates are presumabl 
fixed for more than one year in the future, p. 102. 


Return, § 101 — Natural gas company. 


15. A return allowance of 6 per cent was made for natural gas companies 


p. 103. 


Expenses, § 89 — Rate case expense. 
16. Allowance should be made for reimbursement to a company for ex 
penses of a rate case, p. 103. 
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Erpenses, § 92 — Amortization of rate case expense. 
17. Amortization of rate case expenses over a period of five years was 
held to be reasonable, p. 103. 

Ecpenses, § 135 — Cost of purchased gas — Average for 3-year period. 
18. The average of the anticipated natural gas purchases for the next 


three years was used as a basis for determining cost of purchased gas, 
rather than an estimate for one year only, p. 104. 


iepreciation, § 67 — Gas transmission and well lines not depleted — Depreciation 
rather than depletion. 
19. Transmission and well lines of a natural gas company should be de- 
pleted, not depreciated, p. 105. 
Return, § 101 — Natural gas company — Gas field investment. 


20. A return of 64 per cent was allowed on the investment of a natural 
gas company in a field where the investment was heavy and there were 
uncertainties connected with the development, p. 107. 


duation, § 225 — Contemplated construction, 


21. Estimated cost of a pipe line to serve an Army camp was included in 
the rate base of a natural gas company where it was certain that the com- 
pany was going to supply a certain amount of gas for the camp and the 
matter of price was going to be worked out, p. 109. 


[December 31, 1941.] 


| moe of increased natural gas rates for industrial 


consumers; increased rates approved as modified. 


¥ 


"a By the DEPARTMENT: On May 
#41, 1941, the Twin City Pipe Line 
Tompany filed schedules increasing 
he rates to certain of its industrial 

M@onsumers in and near Fort Smith, 
Miirkansas—same to go into effect on 

Fly 1, 1941. These increases were 
Pauspended, and an investigation and 
@iearing were ordered. The new rates 
vere put into effect, under bond, on 

Biuly 1, 1941. 

Prior to these new schedules the 
eneral industrial rate was 10 cents 
yr thousand cubic feet, with no differ- 
Mntiation between customers based ei- 
ther on volume consumed or on load 
miactor. The new rates proposed for 
industrial consumers in general, those 
with a consumption of less than 365,- 
00 thousand cubic feet per year, was 


15 cents per thousand cubic feet for 
the first 3,000 thousand cubic feet per 
month, with all excess at 13 cents. If 
the consumer used more than 365,000 
thousand cubic feet per year, it was 
proposed that rates should be fixed 
by special contract. In addition to 
the above, the company filed a spe- 
cial schedule to apply to the Arkan- 
sas Smelting Company, which sched- 
ule proposed to continue in effect a 
rate of 9 cents per thousand cubic feet 
for the first 3,000 thousand cubic feet 
per day, with all excess at 12 cents 
per thousand cubic feet. On present 
consumption this gives an average rate 
of about 10.2 cents. Another special 
contract was filed for the Harding 
Glass Company, proposing to continue 
in effect a contract to supply gas at 10 
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cents per thousand cubic feet with a 
minimum of 365,000 thousand cubic 
feet per year. 

On November 3, 1941, during the 
hearing, the company filed additional 
schedules, which it proposed to put 
into effect on December 3, 1941, as 
follows: 

A special schedule. covering standby 
service for the generating plant of the 
Oklahoma Gas and Electric Company. 
This provides a charge of $1,000 per 
year for the first 75 thousand cubic 
feet or fraction thereof of maximum 
hourly demand, plus $25 per thousand 
cubic feet for each additional thousand 
cubic feet of maximum hourly de- 
mand, plus the regular industrial rate 
for all gas consumed. 


A revised schedule for the Arkan- 
sas Smelting Company was filed which 
provides for a rate of 15 cents each 


for the first 3,000 thousand cubic feet 
per month, the next 27,000 thousand 
cubic feet per month at 13 cents, the 
next 30,000 thousand cubic feet per 
month at 12 cents, with 11 cents per 
thousand cubic feet for the excess ; the 
average price, however, not to be less 
than 12 cents per thousand cubic feet. 

The affected consumers were noti- 
fied of these proposed schedules. They 
have been placed temporarily in effect 
pending this decision. 

On November 3, 1941, the South- 
western States Gas Company, which 
is a member of the same group of 
companies as the Twin City Pipe Line 
Company, also filed industrial sched- 
ules which we have considered along 
with the above proposed rates of the 
Twin City Pipe Line Company. These 
schedules apply to industries at Bar- 
ling, Greenwood, Lavaca, and indus- 
tries outside of towns along the pipe 
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lines of the Arkansas Oklahoma Gs 
Company. The proposed rates are t| 
same as the 15 cents—13 cents ra 
shown in the industrial schedules file 
by the Twin City Pipe Line Companj 
on May 31, 1941. This company ha 
also informed us of a proposed agred 
ment with the Army to supply Cam 
Chaffee with 179,600 thousand cubj 
feet per year at a flat rate of 18 cents, § 
The Twin City Pipe Line Compan 


and the Southwestern States Gas Com# 
pany are two of a group of six com@ 
panies engaged in producing, transi 
porting, and distributing gas at an@ 


near Fort Smith and Van Buren, Art 
kansas. These six companies ar 


wholly owned by the Southern Unite 


Smit! 
affilia 


from 
pany. 
duces 
Smit 
not e 
as W 
whol 


pany 


Gas Company and will be referred tq line 


as the Southern United Group. Twa 


of the companies are producing compa¥ 
nies. They are the Industrial Oil ang 
Gas Company and the Ozark Natura 


Gas Company. The Twin City Pip@@ ing 


Line Company and the Arkansas Okq 
lahoma Gas Company are transporta# 


tion companies. Nearly all of the gas 


sold to industries is sold by the Twit 


City Pipe Line Company. The South#@i 


western States Gas Company dis 


tributes gas to consumers on and neat 


the lines of the Arkansas Oklahom 


Gas Company. The Western Oklaq 
homa Gas Company produces andj 


transports a small amount of gas fo 
use at Fort Smith. It has some othe 
operations in Oklahoma which ar 
physically separated from its For 
Smith operations. This company is 


also that one of the group which is de-§ 


veloping a new field near Spiro, Okla- 
homa, for the purpose of furnishing 
Fort Smith with additional gas. 
The gas which is distributed in Fort 
Smith proper is distributed by the Fort 
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Smith Gas Company which is not an 
ifiliate. It purchases most of its gas 
from the Twin City Pipe Line Com- 
pany. It has an affiliate which pro- 
duces a small amount of gas. The Fort 
Smith Gas Company and its affiliate do 
not enter into this case except in so far 
as we consider the fairness of the 
wholesale prices charged to that com- 


pany. 
Findings As to Value 


We consider first the five companies 
of the Southern United Group other 
than the Southwestern States Gas 
Company, which will be considered 
separately later on. The new develop- 
ment in the Spiro field and the pipe 
line bringing gas from it to Fort Smith 
will also be considered separately. 

Aside from working capital, ma- 
terials and supplies, and the company’s 
aim for a separate allowance for go- 


@ ing value, there is one serious differ- 
k4@ ence between the engineers in the final 
results of their estimates of the cost 
of reproduction new less accrued de- 


preciation. The company’s estimate 
is $1,985,625. The Department’s 
engineers on one basis of depreciation 
arrived at $1,660,047 and on another 
basis arrived at $1,783,873. Both of 
these are subject to adjustments noted 
later on. 

The company included in the prop- 
erty which it was reconstructing a 
considerable number of wells which 
had been exhausted and field lines lead- 
ing therefrom, where such field lines 
had not been removed from the 
ground. It also included a number 
of wells yet to be drilled which were 
not in proven areas,—that is, it in- 
cluded in the rate base certain wild cat 
wells which it proposed to drill. All 
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of these were eliminated by the en- 
gineers for the Department and the 
total amount thus eliminated from 
the company’s estimate of the cost of 
reproduction new less depreciation is 
$203,186.38, leaving a balance of $1,- 
782,439, 

[1, 2] Wells which have been ex- 
hausted have no place in an estimate 
of the cost of reproduction new nor 
do the field lines leading to those wells. 
They cannot be considered as used or 
useful now or in the future. They 
would not be reproduced. Ordinarily, 
wells not yet drilled ought not be in- 
cluded in an estimate of present value. 
There remain in the estimate, however, 
a number of wells to be drilled prior 
to July 1, 1942. A large part of these 
wells have been drilled since the date 
of the appraisal, and others are now 
being drilled. All such wells as are 
left in the appraisal are necessary for 
the immediate development of the prov- 
en fields. The gas to be supplied from 
these wells is necessary for the supply 
of gas at Fort Smith this winter. The 
revenues from the projected sale of 
this gas are included in the estimates 
of revenues. No wells which the com- 
pany proposes to drill in areas which 
have not been proven are included in 
the rate base. 

The company’s method of ascertain- 
ing accrued depletion on its wells was 
to consider all of the gas reserves of 
each producing company as a separate 
unit. If the reserves of one company 
were 75 per cent exhausted, then the 
present condition of the production 
property was placed at 25 per cent of 
the estimated cost of reproduction new. 
The company did not include in the 
property depleted on this basis the field 
lines. These were depreciated by the 
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company along with the transmission 
lines. The engineers for the Depart- 
ment considered each field and each 
sand as a separate unit and depleted 
the production property of that partic- 
ular field or sand in proportion to the 
exhaustion of the recoverable reserves. 
They handled the field lines in a man- 
ner different from that used by the 
company’s engineers. 

The company depreciated its trans- 
mission lines on the basis of informa- 
tion gained by sample inspections of 
the lines. At each test hole opened 
up, about 4 feet of pipe was exposed 
and the company divided the pipe so 
uncovered either into two 18-inch sec- 
tions or into two 2-foot sections. It 
then ascertained the three deepest pits 
in each section, averaged the three pits 
in each section, and then averaged the 
average pit depths so obtained and con- 
sidered the result the deepest pit on 


the basis of which they ascertained 


the present condition of the pipe. No 
account was taken of the improbability 
of discovering the deepest pits in a 
20-foot length of pipe by means of 
such inspections. The engineers for 
the Department made the same inspec- 
tions as did those for the company but 
they ascertained the ten deepest pits in 
the 18-inch or 2-foot sections of pipe 
and then projected the results so ob- 
tained, according to formulae devel- 
oped and published by the National 
Bureau of Standards, for the purpose 
of ascertaining the probable average 
of the ten deepest pits in the 20-foot 
length of pipe. This was applied 
against the original wall thickness for 
obtaining the present observed condi- 
tion of the pipe. 

The cost of reproduction new less 
depreciation on basis 1, as estimated by 
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the Department’s engineers, consisted § 
of ascertaining the present observed 
condition of the pipe according to the 
above method, and the depleted condi- 
tion of the production property accord- 
ing to the method described above, } 
On this basis the engineers included 
in the production property the field 
lines leading from the wells to the | 
transmission lines on the theory that | 
when production ceased these lines | 
would have only a salvage value. Such 
lines were therefore depleted along | 
with the wells. 

On basis 2, the engineers for the § 
Department used the same methods for § 
ascertaining the present condition of § 
the production property, but they did § 
not deplete the field lines along with 
the wells. Instead, they depreciated § 
the field lines on the straight-line meth- J 
od at the rate of 2 per cent per annum § 
for the length of time the field lines § 
had been in the ground. Neither set § 
of engineers measured any pits on the § 
field lines leading directly from the § 
wells. There were a few inspections F 
on lines leading from a particular field § 
to the main transmission line. The re- § 
sults of these inspections, however, § 
were not used by the engineers for the § 
Department, the annual depreciation J 
rate of 2 per cent used by them for J 
field lines on basis 2 being based on es- § 
timated life, less salvage value. In J 
addition to this, in arriving at basis 2, 
the engineers for the Department, in- 
stead of using the observed present 
condition of the transmission lines, 
took into consideration the fact that | 
pitting progresses more rapidly dur- 
ing the first few years that the pipe is 
in the ground. Using the results ob- 
tained by measuring the pits, they used 
formulae, developed and published by 
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the National Bureau of Standards, to 
ascertain the probable unexpired serv- 
ice life of the lines. On the basis of 
this service life they arrived at a high- 
er per cent of present condition than 
on basis 1, which simply estimated 
present condition on the relation be- 
tween the pit depth and the original 
thickness of the pipe wall. 

The cost of reproduction new less 
depreciation as estimated by the com- 
pany, after deducting the eliminations 
above described, is $1,782,439. On 
basis 1 the engineers for the Depart- 
ment arrived at a figure of $1,660,047. 
On basis 2 they arrived at $1,783,873. 
These results must be adjusted to ac- 
count for certain matters mentioned 
below. 

[3] In Department’s Exhibit 1, 
page 17, is shown the actual cost of all 
the present producing wells, and the 
original cost less depletion figured on 
the same bases that were used in basis 
1 and basis 2 hereinbefore described. 
If we substitute the depleted original 
cost of the producing wells for the de- 
pleted estimated cost of reproduction 
new, a total of $39,950 should be de- 
ducted from the totals above shown, 
leaving a present depleted and depre- 
ciated cost on basis 1 of $1,620,097, 
and on basis 2 of $1,743,923. Orig- 
inal cost should be used in ascertain- 
ing the present value of a rapidly de- 
pleting asset. This is especially true 
here where we must rely so greatly on 
cost of reproduction new in valuing 
the other property. 

[4] This estimated cost of repro- 
duction new should be further correct- 
ed on account of pipe prices. The 
prices used were those quoted at the 
present time. The quoted price for 
pipe has not changed materially since 


July 1, 1938. Up to the present emer- 
gency, however, certain discounts on 
the quoted prices were available. Some 
of these discounts are not supposed to 
be available at the present time,—at 
least, they are not quoted to people 
asking for prices for estimating pur- 
poses These discounts should be ap- 
plied in estimating the cost of repro- 
duction new. The general level, or 
plateau, of prices which was in effect 
for several years prior and up to the 
present emergency is a fairer basis of 
estimating the cost of reconstruction 
of a property which was actually con- 
structed over a period of years begin- 
ning about 1916, than are the prices 
prevailing during the present emergen- 
cy. It would probably be impossible 
to construct the property now, because, 
unless priorities can be obtained, the 
pipe cannot be purchased. Priorities 
cannot be obtained for the construction 
of such a utility project as this. It is 
unfair to base rates on the estimated 
cost of now reconstructing property 
which cannot now be reconstructed. 
Earlier in this year, before the emer- 
gency became acute, this group of com- 
panies did purchase some pipe for use 
in the Spiro extension, hereinafter de- 
scribed, and did obtain a part of these 
discounts. As regards the Spiro prop- 
erty, the value found is what it cost. 
With reference to the rest of the prop- 
erty, the company has not considered 
any discounts from quoted prices. The 
discounts which were available for 
quantity purchases from 1938 up to 
the time of the present emergency 
should be considered. The evidence 
showed that the cost of reproduction 
new would be reduced $46,795 by the 
use of these discounts. When this is 
depreciated on basis 1, along with the 
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pipe, it would reduce the cost of re- 
production new less depreciation in the 
sum of $33,396,—or reduce it from 
the $1,620,097 last stated above, to 
$1,586,701. The cost of reproduction 
new less depreciation on basis 2, would 
be reduced in the amount of $38,936, 
—or from the $1,743,923 last stated 
above to $1,704,987. 

These adjustments are especially 
necessary here, because we are obliged 
to rely more than is proper on estimat- 
ed cost of reproduction new in arriv- 
ing at a rate base. Such an estimate 
should be more in accord with the costs 
of construction which prevailed prior 
to the present emergency than with 
the present emergency costs. 


Original Cost 


[5] The record contains evidence 
from which an estimate of the depleted 


and depreciated original cost of the 


5-company group may be made. For 
three of the companies, that is, the In- 
dustrial Oil and Gas Company, the 
Western Oklahoma Gas Company, 
and the Ozark Natural Gas Company, 
the accountants for the Department 
were able to make original cost studies 
of their own which can be reconciled 
with the studies submitted by the com- 
pany. They were not able to make 
studies of their own for the Twin 
City Pipe Line Company and the Ar- 
kansas Oklahoma Gas Company, but 
studies with reference to these two 
companies have been prepared and sub- 
mitted by the company, and show evi- 
dence of having been as carefully done 
as was possible under the circum- 
stances. 

The depleted and depreciated orig- 
inal cost of the properties of the 5- 
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company group indicated by these 
studies is $1,377,331.79. 

A statement showing how the orig- 
inal cost of one of the companies was 
handled will be a sufficient description 
to indicate how this result is arrived 
at. In the case of the Industrial Oil 
and Gas Company, the total book cost 
now indicated by the books of the com- 
pany is $1,419,190.41. Of this, the 
sum of $709,363.90 is the original cost 
of the property at the time it was de- 
voted to the public service. The sum 
of $709,826.51 is what the account- 
ants refer to as “plant acquisition 
costs,’ meaning by that the excess § 
which the present, or some predeces- 
sor, company paid for the property 
over and above the actual cost to the 
original owner who first devoted it 
to the public service. 

Included in the balance now on the 
books are the costs of certain previous- 
ly produced wells and the cost of drill- 
ing certain dry holes. To these a pro- 
portionate part of the plant acquisition § 
costs has been attributed as shown by 
the books of the company. When the J 
original cost of these previously pro- 
duced wells and dry holes, together 
with their proportionate part of the § 
plant acquisition costs, are eliminated, | 
we have a remaining balance of orig- 
inal cost of property now used and use- | 
ful amounting to $451,112.18 and a | 
remaining balance of plant acquisition 
costs allocable thereto of $507,941.92. | 
47.04 per cent of the total is actual 
original cost and 52.96 per cent is 
plant acquisition cost. 

The reserve for depreciation and de- 
pletion shown on the company’s 
books as of December 31, 1940, is 
$964,199.23. From this there should 
be deducted the original cost of, and 
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the plant acquisition costs attributable 
to, previously produced wells and dry 
holes, a total of $460,136.31, leaving 
a balance in this reserve account of 
$504,062.92. Of this sum 47.04 per 
cent should be allocated to actual orig- 
inal cost in the sum of $237,111.20, 
and 52.96 per cent should be allocated 
to plant acquisition costs in the sum 
of $266,951.72. When these are de- 
ducted from the original book costs, 
after eliminations, as shown above, it 
leaves a balance of $214,000.98 as the 
balance of the original cost, after 
dimination of previously produced 
wells and dry holes and after deduct- 
ing the proper part of the reserve. The 
remaining balance of the plant acqui- 
sition costs allocable to the property 
now used is $240,990.20. 

The actual balance now remaining 
on the books of this company, purport- 
ing to be the cost of its properties, after 
eliminations and deductions of the re- 
serves, is $454,991.18, of which only 
$214,000.98 represents the remaining 
undepreciated actual original cost of 
the property now used and useful. 

The other companies of the 5-com- 
pany group have been considered in 
the same way, and in this manner the 
depreciated original cost of the prop- 
erties of these five companies is esti- 
mated to be $1,377,331.79. 

With reference to the deductions of 
dry holes from the balance remaining 
in the reserve, it appears from the rec- 
ord that the annual accruals for deple- 
tion have been arrived at on a basis 
which includes the cost of drilling 
these dry holes in the amount to be 
depleted. 

These original cost figures must be 
esd with caution. For example, only 
a part of the properties of the Western 
(7] 


Oklahoma Gas Company are involved 
in this case. They are the properties 
around Greenwood Junction. The 
books of the company do not show 
separately the reserves for these prop- 
erties. They are lumped with the re- 
serves for another property of this 
company located in what is known as 
the Roland area. For purposes of this 
original cost study these reserves have 
been allocated between the properties 
in the Greenwood Junction area and 
those in the Roland area, in propor- 
tion to their original cost, which in 
this case is the same as the cost shown 
on the books. The Arkansas Okla- 
homa Gas Company also has proper- 
ties which are not involved in this Fort 
Smith Case. Likewise, the reserves 
on this company’s books are not shown 
separately for the separate properties 
and for purposes of this original cost 
study the total reserves carried on the 
company’s books have been divided 
between the property of the company 
in Arkansas, involved in this case, and 
the properties in Oklahoma which are 
not involved in this case, in proportion 
to the book cost of the properties. 
Furthermore, the original cost studies 
of the Industrial Oil and Gas Com- 
pany, the Western Oklahoma Gas 
Company, and the Ozark Natural Gas 
Company, and the reserves considered 
are all as of December 31, 1940; while 
in the case of the Twin City Pipe Line 
Company the calculations were made 
upon the basis of the original cost 
study submitted by the company, show- 
ing its investment as of May 31, 1941, 
and the reserves considered were those 
shown on the books of the company 
as of December 31, 1940. In the case 
of the Arkansas Oklahoma Gas Com- 
pany, the original cost considered was 
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that shown in the studies submitted 
by the company showing its invest- 
ment as of June 30, 1941. In this 
case, also, the reserves considered were 
those carried on the books of the com- 
pany as of December 31, 1940. 

The amount of plant acquisition 
costs remaining after the elimination 
of the part attributable to previously 
produced wells and to dry hole ex- 
pense, and after deducting the alloca- 
ble part of the reserves, is $499,938.27. 
If we add this sum to the corrected de- 
preciated original cost of $1,377,- 
331.79, we have for the property now 
used and useful, a total depreciated 
corrected book cost, including plant 
acquisition costs, of $1,877,270.06. 

We cannot give as much weight, in 
finding value, to these estimates of 
original cost as should generally be 
given to original cost studies. Our 
accountants have stated that, because 
of the condition of the records, it is 
not possible to make a very reliable 
cost study within the limits of availa- 
ble time and cost. 


W orking Capital 


[6] For the six companies of the 
Southern United Group, the company 
claimed an allowance for cash working 
capital in the total sum of $37,235, 
of which $1,024 is claimed for the 
Southwestern States Gas Company, 
leaving a balance of $36,211 claimed 
for the other five companies. This 
claim was based on a 6/52 of a year’s 
operating expenses, including inter- 
company sales of gas based on an av- 
erage of five years’ experience. 

The accountants for the Department 
testified that, for the 6-company group, 
an allowance of $20,401.44 would be 
sufficient for cash working capital. 
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This was based on a 30-day allowance 
for the cost of purchased gas from 
nonaffiliated companies and a 45-day 
allowance of all other operating ex- 
penses. All intercompany sales were 
eliminated. Of this sum, the amount 
of $440.32 is attributable to the South- 
western States Gas Company, leaving 
a balance of $19,961.12 as the cash 
working capital of the other five com- 
panies of the Southern United Group. 
This is sufficient. 


Materials and Supplies 


The testimony of the company in- | 
dicated that the materials and supplies § 
on hand amounted to $42,119. The 
engineers for the Department testi- J 
fied that an allowance for materials | 
and supplies in this amount would be 
reasonable. Of this $479 was for the 
Southwestern States Gas Company, § 
leaving $41,640 for the other five § 
companies. : 


Going Value 


[7] The company claims that there § 
should be a separate allowance for go- | 
ing concern value in the total sum of | 
$80,000, of which $5,000 was claimed § 
for the Southwestern States Gas Com- § 
pany, leaving a balance of $75,000 § 
claimed for the other five companies j 
in the Southern United Group. i 

There was no evidence that any cost § 
had ever been incurred by the com- 
pany on which such a claim could be 
based. These companies have grown § 
up piecemeal from small beginnings 
about 1916. 

In the cost of reproduction new there § 
is included all of the overhead cost of 
assembling the different items of prop- § 
erty and of putting them together into 
a going concern, devoted to the use for 
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which the property has been assembled 
and put together. If a separate allow- 
ance for going concern value is made, 
this would include in the rate base 
property which is not shown to exist 
and an investment which the company 
is not shown by the record to have 
made. The rate base should be the 
fair value of what the owners have 
devoted to the public service. No 
property and no investment should be 
included which the owners did not de- 
vote to such service. Before a sepa- 
rate item for going value can be added, 
the actual history of the company 
must show that there were outlays in 
the nature of capital expenditures, like 
general construction overheads, in- 
curred to reach the state of a going 
concern, and the proof must show that 
such expenditures were not operating 
expenses and that the company has not 
been already compensated for the same 
out of past earnings, and must also 
show that in including such expendi- 
tures there would not be a capitalizing 
of past losses or past charges which 
should have been properly included in 
operating expenses. No such conclu- 
sions can be drawn from this record. 


Conclusions As to Value 


When we add the above allowances 
of $19,961 for cash working capital, 
and $41,640 for materials and supplies 
to the cost of reproduction new and , 
original cost, less depreciation, we ar- 
rive at the following results : 

On basis 1, the depreciated cost of 
reproduction new is $1,648,302. 

On basis 2, the cost of reproduction 
new less depreciation is $1,766,588. 

The depreciated and depleted orig- 
inal cost is $1,438,933. 


[8] Ordinarily, it is proper to give 
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great weight to original cost. This is 
especially true where, as now, esti- 
mates of the cost of reproduction new 
are made in times of inflated prices. 
The record indicates, however, that 
the original cost figures in this case 
are not as complete and reliable as they 
should be for this purpose. On the 
other hand, the estimated costs of re- 
production new do include the effect of 
present labor prices. They reflect the 
costs resulting from the Wage and 
Hour Law, and other increased labor 
costs. This property has been built 
over a long period of years and it is 
not fair to the ratepayers to give too 
much weight to present inflated costs, 
even when reasonably estimated. Such 
costs are not a very accurate measure 
of what the owners have devoted to 
the public service. 

In estimating accrued depreciation 
it is fair, as a general rule, to use the 
service life principle, the use of which 
is reflected in basis 2, which we have 
hereinbefore described. In this case, 
however, because the estimates of cost 
of reproduction new do reflect present 
inflated labor prices, and in order to 
make due allowance for this, we think 
that giving greater weight to depre- 
ciation basis 1 will arrive more nearly 
at what is the fair and proper measure 
of the return, to which the owners are 
entitled and which the consumers must 
pay, for the use of the property devot- 
ed to the public service. 

Considering all the facts before us, 
including the fact that the items of 
property making up the plant are a 
going concern operating with business 
attached, in the manner and for the 
purpose for which the property was in- 
stalled ; and giving to the current level 
of prices the full effect to which we 
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find they are entitled, and allowing 
for any intangible elements of value, 
and for all costs of attaching business, 
in so far as same are shown to have 
been incurred and accounted for, we 
find that the fair value as of June 1, 
1941, to be used as the measure of the 
return for the use of the property of 
the five companies, including materials 
and supplies and working capital, de- 
voted by the owners to the service of 
gas in the Fort Smith area, is the sum 


of $1,675,000. 


Expenses 


[9] We first consider the general 
operating expenses of the five com- 
panies, not including the cost of pur- 
chased gas, dry hole drilling expense, 
amortization of nonproducing lease 
costs, depletion or depreciation, or in- 
come taxes. The projections of these 
expenses, introduced by the company, 
amounts to $148,733. This figure 
includes $3,000 a year for rate case 
expense which will be considered sep- 
arately. After eliminating this $3,000 
there remains $145,733. The esti- 
mates put in by the staff of the Depart- 
ment amount to $142,359. The dif- 
ference between these two estimates 
is due principally to the fact that the 
company is planning to employ addi- 
tional help in their general offices and 
to pay better salaries. From the facts 
before us this is a proper move. The 
expense of this is not reflected in the 
estimates of the Department’s staff. 
We adopt the projected expenses as 
introduced by the company covering 
the items above in the amount of 


$145,733. 


[10] To this there must be added 
an amount for dry hole drilling ex- 
pense. The company’s estimate of 


this amount was $35,450. The esti- 
mate made by the engineers for the 
Department was $30,834. This latter 
figure was arrived at by taking the ex- 
perience of the company for the past 
five years, which amounted to $24,667 
per year, and adding 25 per cent there- 
to to take care of the increased drilling 


costs of the present time, due to high- } 
er drilling expenses and to the fact.j 


that the wells to be drilled will proba- 
bly be drilled to a greater depth than 
in the past. 
of the company from 1916 to date re- 


flects an annual expense of $12,014 § 
The average for the § 
last ten years in $14,559. For this § 
item, the sum of $30,834 is a proper § 


for dry holes. 


allowance. 


The annual expenses for the amor- § 
tization of nonproducing lease costs F 
is $3,197, that being the amount § 
claimed by the company and accepted F 


as correct. 


Certain adjustments and corrections Fj 
are necessary in order to compare the FJ 
claim of the company for the depletion § 
allowance necessary to reimburse it 7 
for the consumption of its production 
property with the allowance which is J 


found to be proper. 


[11] The company claimed a de- § 
pletion allowance on the cost of con- § 
It did not § 
claim that the well equipment should | 
be depleted but claimed that it should § 


structing its wells only. 


be depreciated along with the transmis- 


sion pipes and other similar property. § 
The equipment, which is a part of the | 
well, should be depleted along with the | 


cost of drilling the well. 


The company’s estimate of the an- | 


nual depletion charge necessary to re- 
imburse it for the cost of drilling its 
wells was arrived at by taking the re- 
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maining cost of reproduction, after 
deducting accrued depletion or depre- 
ciation, and dividing this remaining 
cost by the remaining recoverable re- 
serves and so arriving at a depletion 
unit per thousand cubic feet. After 
this unit was determined, the estimated 
production for one year was applied 
and the annual charge determined. 

[12] The property which the com- 
pany proposed to deplete and depreciate 
on this basis included the reproduction 
cost not only of the present producing 
wells but also of wells which had been 
previously produced and exhausted. 
The only property which should enter 
into the depletion base is the property 
which is now used and useful. Wells 
which formerly produced, but are now 
exhausted should not be considered in 
arriving at an annual depletion allow- 
ance. 

On the above-described basis the 
company arrived at a total annual 
charge of $87,671 for depletion of 
wells and depreciation of equipment, 
divided between the three producing 
companies as follows: 


CoMPANY 


Ind. O. & G. Co. 
Depletion 
Depreciation 


Ozark Nat. Gas Co. 
Depletion 
Depreciation 

Western Okla. Gas Co. 
Depletion 
Depreciation 


Of the above total the sum of $68,- 
687 was claimed as depletion and the 
sum of $18,984 was included in the 
company’s claim for a depreciation 
allowance which is discussed herein- 
after. 

The exhibit prepared by the en- 
gineers for the Department indicates 
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921,000 M cu. ft. 
921,000 M cu. ft. 


1,990,900 M cu. ft. 
1,990,900 M cu. ft. 


68,500 M cu. ft. 
68,500 M cu. ft. 


PIPE LINE CO. 


that the proper allowance for depletion 
would be $71,171. There is an obvi- 
ous error in this conclusion which can 
be seen from a calculation based on 
the data underlying it. The property 
to be depleted consists of the producing 
leaseholds which had an original cost 
of $37,117, the well construction and 
well equipment combined, which had 
an original cost of $865,419, and the 
wells to be drilled immediately in prov- 
en producing areas at an estimated 
cost of $144,019. The total of these 
original costs is $1,046,555. 

The estimated total remaining re- 
coverable reserves from this property 
amount to 25,619,000 thousand cubic 
feet. The gas already produced from 
this property amounts to 55,909,619 
thousand cubic feet. The total orig- 


inal reserve, therefore, under the prop- 
erty which we are depleting, amounted 


to 81,528,619 thousand cubic feet. 
[13] The depletion base for the 
present producing leases and present 
producing wells should not be their 
original cost but should be the balance 
now remaining and undepleted out of 


@ 0.009052¢ (Well Const.) $8,337 
@ 0.002538¢ (Well Equip.) 2,337 
@ 0 
@ 0 


.029206¢ (Well Const.) 58,146 
.007847¢ (Well Equip.) 15,623 


@ 0.03217¢ 
@ 0.01495¢ 


. ft. @ 2.94158¢ $87,671 


their original cost. From Department 
Exhibit 1, page 7, we find that the de- 
pleted original cost of the producing 
leases is $12,152, and from page 17 
of the same exhibit we find that the 
depleted original cost of the wells and 
well equipment is $334,752. 

To this there should be added $144,- 
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019, the estimated cost of the wells 
to be drilled immediately in producing 
areas. This gives a total of $490,923 
to be now depleted. The remaining re- 
coverable reserves under this property 
amount to 25,619,000 thousand cubic 
feet which gives a depletion unit per 
thousand cubic feet of production of 
1.9162457 cents. 

[14] There is a difference between 
the Department’s engineers and those 
of the company as to the estimated an- 
nual production to which the proper 
depletion unit should be applied. The 
company took the estimated annual 
production for the first year only, 
amounting to 2,980,400 thousand cub- 
ic feet. The Department’s engineers 
agreed that this was the estimated 
production for the first year but con- 
tended that the average production for 
the next three years should be the 
amount which should be used. Inas- 
much as rates are presumably fixed for 
more than one year in the future, it is 
proper to use the average estimated 
production for the next three years, 
which, according to the estimates of 
the Department’s engineers, will be an 
average of 2,658,800 thousand cubic 
feet per year. Applying the depletion 
unit to this estimated production in- 
dicates an annual allowance of $50,- 
949 for the depletion of the producing 
leases, wells, and well equipment of 
the three companies. 

The company pointed out that, al- 
though a depletion unit of 1.9162 cents 
per thousand cubic feet might be cor- 
rect for the properties as a whole, and 
spread over their whole life, it does 
not correctly reflect the cost of the 
present production—that production 
in the next three years must be from 
properties which are entitled to a high- 
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er depletion unit than the average over 
the life of all the properties. The de- 
pletion unit for the property of the 
Ozark Company should be 3.209 cents 
per thousand cubic feet, for that of 
the Industrial Company should be 
.7336 cents, and for that of the West- 
ern Company should be 2.078 cents. 
The projected production during the 
next three years from the properties 
of the three companies amounts to 1,- 
930,300 thousand cubic feet for the 
Ozark, 666,333 thousand cubic feet 
for the Industrial, and 62,170 thou- 
sand cubic feet for the Western. 
Applying the depletion units of the 
three companies to their projected pro- 
duction for the next three years re- 
sults in an annual amount required 
for depletion of $68,123. This will 
be the proper annual allowance for 
depletion for the next three years. The 
use of this amount will result in a 
lower total annual depletion allowance 
when the amount of production from 
the Ozark Company declines and the 
proportion of the production from the 
Industrial Company increases with 
reference to total production. 


The company claimed an annual al- 
lowance for the depreciation of its 
property of $59,044. Included in this, 
as stated above, was the sum of $18,- 
984 which covered the claimed annual 
depreciation on well equipment which, 
as we have found above, should be 


depleted along with the wells. This 
leaves $40,060 as the company’s claim 
for an annual depreciation allowance. 
The Department’s engineers recom- 
mended an annual allowance for the 
depreciation on this same property of 
$33,690. 

The difference between the two es- 
timates is due mainly to the fact that 
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the company simply claimed an over- 
all percentage to apply to the deprecia- 
ble property of each company, where- 
as, the Department’s engineers recom- 
mended a rate for each class and kind 
of property, based on its expected serv- 
ice life after giving consideration to 
salvage. The percentages claimed by 
the company are judgment figures, not 
based on a detailed consideration of 
the various classes of property or the 
observed condition of the property or 
the expected life of the property. The 
amounts recommended by the Depart- 
ment’s engineers are based principally 
upon the best available estimates of 
the service life of the various units of 
property after giving consideration to 
salvage. The processes behind this 
estimate were described in connection 
with the accrued depreciation. Each 
class of property was separately con- 
sidered and the proper annual rate ap- 
plied thereto. The estimate originally 
submitted by the engineers for the De- 
partment was for an annual allowance 
of $32,106. During the trial they tes- 
tified that this did not include an al- 
lowance for the loss in value of trans- 
mission land rights. It was further 
evident that the $32,106 did not in- 
clude any allowance on the depreciable 
property of the Industrial Oil and Gas 
Company and the Ozark Natural Gas 
Company. The engineers’ recom- 
mendations, made at the hearing, in 
order to take care of these items re- 
sulted in increasing the annual allow- 
ance recommended by them from $32,- 
106 to $33,690. In order to be cer- 
tain that these omitted items have been 
fully cared for we find that the annual 
allowance recomemnded by the engi- 
neers for the Department should be 
increased to $36,000 per annum for 
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the annual depreciation charges on 
the property of these five com- 
panies. 

The annual expenses allowed for 
the five companies, not including re- 
turn and income taxes, are as fol- 
lows: 


Projected operating expenses $145,733 

Dry hole drilling expenses 

Amortization of nonproducing lease 
costs 

Depletion 

Depreciation 


3,197 
68,123 
36,000 

$283,887 

[15-17] To the above expenses 

there must be added an amount to pay 
the owners of the property for the 
use of their property. We find that a 
fair and reasonable rate of return on 
the value of the property now devoted 
by these five companies to the public 
service is 6 per cent per annum. The 
rate base to which this rate of return 
should be applied is $1,675,000 and 
the amount of the annual return is 
$100,500. When this is added to the 
expenses shown above it indicates that 
the total which these five companies 
must receive outside of the cost of gas 
and income taxes is $384,387. To this 
there must be added an amount to reim- 
burse the company for the expenses of 
this rate case. The company claimed 
that the total expense of this rate case 
would amount to at least $15,000 and 
that it should be amortized over a 
period of five years, resulting in an 
annual charge against expenses of 
$3,000. The total amount of the ex- 
penses of this rate case have not yet 
been ascertained but from the evidence 
before us we are satisfied that they will 
amount to at least $15,000. The pro- 
posal to amortize them over a period 
of five years is a reasonable one and 
that the amount of $3,000 per year 
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should be added to the total expenses 
shown above for the period of the next 
five years. When these are added the 
total is $387,387. 


Cost of Purchased Gas 


[18] In addition to producing all 
the gas which it can produce, the com- 
pany purchases from the Cazort Es- 
tate and from the LeFlore County Gas 
and Electric Company all of the gas 
which they are able to supply to it. 
The company’s estimate of its annual 
purchases from the Cazort Estate is 
184,000 thousand cubic feet. This is a 
one-year estimate only. The Depart- 
ment’s engineers’ estimate for the an- 
nual purchases is the average of the 
gas which can be purchased from this 
estate during the next three years, 
which is 165,333 thousand cubic feet. 
The average of the anticipated pur- 
chases for the next three years is 
the one which should be used. The 
company’s estimate of its purchases 
from the LeFlore County Gas and 
Electric Company is 906,108 thousand 
cubic feet, when reduced to a 2-pound 
pressure base, the same as is used for 
the other gas considered herein. This 
also is an estimate for the next year 
only. The Department’s engineers 
have used an average of the estimated 
purchases for the next three years 
which, on the same basis, is 735,369 
thousand cubic feet. Mr. Orr of the 
LeFlore County Gas and Electric Com- 
pany testified in the case that the con- 
tract under which the system is now 
purchasing gas from his company ex- 
pires shortly and while he testified that 
his company would continue to supply 
as much gas to the system as it possibly 
could, he made it clear that the reserves 
of this company are being exhausted, 
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and it is extremely doubtful that it 
will be able to continue to supply as 
much gas in the future as it has been 
able to supply in the past. This fact 
has been given due effect in estimating 
the amounts of gas which the system 
must secure from its new Spiro field, 
and, as will be seen, the gas from the 
Spiro field is much more expensive 
than the gas purchased from the Le- 
Flore Company. The purchase price 
of the LeFlore Company’s gas is be- 
tween 9 cents and 10 cents per thou- 
sand cubic feet, dependent upon the 
amount of industrial gas sold by the 
system at a price in excess of 10 
cents. 

The cost of the gas purchased from 
the Cazort Estate is $7,440 per annum. 
There was a disagreement in the testi- 
mony as to the price paid for the gas 
purchased from the LeFlore County 
Gas and Electric Company. We use 
the price used by the company in its 
projection and the cost of this gas, us- 
ing this price, is $72,426. The total 
cost of purchased gas is, therefore, 
$79,866. When this is added to the 
amounts above included it shows a to- 
tal expense, exclusive of income taxes, 
and of the cost of gas from the Spiro 
field, of $467,253. 

The total volume of gas produced 
and of the gas purchased from the 
Cazort Estate and the LeFlore County 
Gas and Electric Company is 3,559,- 
502 thousand cubic feet. The project- 
ed annual requirements, on the same 
basis of two pounds above atmosphere, 
are 4,668,468 thousand cubic feet, in- 
dicating an average annual deficiency 
to be made up from gas to be produced 
in the new Spiro field of 1,108,966 
thousand cubic feet. 
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Estimates of the company as to an- 
nual requirements of gas and the esti- 
mates submitted by the engineers for 
the Department are different. This 
difference arises almost entirely from 
the fact that the company projects its 
requirements only for one year, that 
is, the year ending June 30, 1942, 
whereas, the engineers for the Depart- 
ment projected the requirements for 
the next three years. For the year end- 
ing June 30, 1942, the estimates are 
almost identical. But, gas will be sup- 
plied to Camp Chaffee only during a 
part of the year ending June 30, 1942. 
For the next two years the full require- 
ments for that camp must be met and 
this results in raising the average re- 
quirements for the three years above 
requirements projected by the com- 
pany for the year ending June 30, 
1942. The projection by the Depart- 
ment’s engineers for the requirements 
that must be met from the Spiro field 
for the succeeding two years are also 
affected by the estimated decline in 
production from the fields owned by 
the 5-company group and in the 
amount of gas which can be purchased 
from the Cazort Estate and the Le- 
Flore County Gas and Electric Com- 
pany. There was no evidence intro- 
duced in conflict with the estimate 
made as to such decline in production 
and purchases. The average for the 
next three years is the better basis for 
fixing rates, and consequently, we 
adopt the figure recommended by the 
engineers for the Department for the 
average requirements for the next 
three years from the Spiro field, the 
amount being 1,108,966 thousand cub- 
ic feet. This is on the field pressure 
basis of atmosphere plus 2 pounds. 
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Spiro Field Operations 

The cost of this gas delivered to the 
Twin City Company is treated as an 
expense of the 5-company group. We 
must determine the value, return, and 
expenses of the Spiro production and 
transmission operations. 

The company’s estimate of the val- 
ue of its transmission property for 
the Spiro field is made up for one year 
only and amounts to $197,195. This 
includes the transmission line itself 
and the well lines which will be in use 
prior to June 30, 1942. The Depart- 
ment’s engineers estimated the value 
of the same property at $238,490. The 
difference seems to lie in the fact that 
the company omitted from its estimate 
all overhead costs of construction. 

[19] The average value of the in- 
vestment in transmission line and well 
lines over the 3-year period, as esti- 
mated by the Department’s engineers, 
is $214,699. This was arrived at by 
considering the additional well lines 
which will have to be constructed dur- 
ing the second and third years, and 
also by depleting the investment in 
transmission and well lines in accord- 
ance with the using up of the reserves 
which can be served by these lines. 
These lines should be depleted—not de- 
preciated. The total investment in 
transmission property over the life of 
the reserve is estimated to be $254,458. 
The estimated salvage value is $50,- 
988, leaving an investment of $203,- 
470 in transmission property which 
must be depleted over the life of the 
reserve. The estimated remaining re- 
serve in the Spiro field is 13,361,089 
thousand cubic feet which indicates 
that the depletion charge for each thou- 
sand cubic feet produced should be 
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1.523 cents. By applying this charge 
to the production during the next three 
years and so depleting the investment 
and also by giving effect to the addi- 
tional investment that must be made in 
each of the next three years, the De- 
partment’s engineers arrived at a fig- 
ure of $214,699 as the average unde- 
pleted investment during each of the 
next three years. 

The average annual production for 
the next three years is estimated to 
be 1,108,966 thousand cubic feet. 
Applying the depletion charge above 
found shows that the average annual 
charge against expenses for the deple- 
tion of the transmission property is 
$16,888. 

Leases and gas rights cost the 
company $34,000. The original re- 
serves under these leases are estimated 
to have been 13,750,000 thousand cu- 


bic feet. The depletion charge to reim- 
burse the company for these costs as 
the reserves are used up is .247 cents. 
When this is applied to the estimated 
annual production it indicates an an- 
nual charge of $3,063 for the deple- 
tion of leases and gas rights. 


When this annual charge is deducted 
from the original cost of the leases it 
indicates that the average undepleted 
investment over the 3-year period in 
leases and gas rights is $28,311, on 
which a return must be allowed. 

The company claims an investment 
for the year ending June 30, 1942, in 
its wells and well equipment of $339,- 
487. For purposes of comparison 
there should be added to this the cost 
of one dry hole which the company 
has eliminated and charged to ex- 
penses. This would give a total of 
$378,162. 

The Department’s engineers esti- 
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mated that the investment in wells dur- 
ing the first year would be $351,532. 
This difference for the first year is 
due to the fact that the company an- 
ticipated that one more well would be 
drilled than was anticipated by the 
engineers for the Department, togeth- 
er with a different treatment of the 
cost of the discovery well, the Frazier 
well, which difference is immaterial 
here. 

The Department’s engineers esti- 
mate that the average investment in 
wells during the next three years 
would be $360,278. This was arrived 
at by considering the wells that would 
have to be drilled in each of the next 
three years and adding their cost to 
the amount invested in wells and de- 
ducting therefrom each year the deple- 
tion of well costs in accordance with 
the amount produced. It is estimated 
that all of the wells and equipment nec- 
essary to develop this field would cost 
$1,207,786, and that the total origi- 
nal reserves under this field were 13,- 
750,000 thousand cubic feet, which 
would result in a depletion unit for 
each thousand cubic feet of gas pro- 
duced of 8.78 cents. With an average 
production during the next three 
years of 1,108,966 thousand cubic 
feet the average charge for depletion 
during the 3-year period would be 
$97,410. 

The operating expenses estimated 
by the company for the next year only 
for the operation of the Spiro field 
amount to $17,539. The average for 
the 3-year period estimated by the en- 
gineers for the Department is $18,834. 
Most of this difference comes in the 
estimate of labor costs. The com- 
pany, prior to the hearing, had only a 
part-time man supervising the produc- 
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tion in the Spiro field, but it will be 
and now is necessary to have a full 
time man on the job as soon as the 
field is more fully developed. An ad- 
ditional difference is due to the fact 
that more gas will be produced from 
this field in the next three years than 
is now being produced and that the 
expenses for royalties will be higher. 
Further, in making its estimate for the 
year ending June 30, 1942, the com- 
pany included only a part of the year, 
as was proper, whereas, a full year’s 
expenses must be included for the next 
two years if we are to take the 3-year 
period average. On the basis of oper- 
ations for the first year only, the esti- 
mate of the Department’s engineers 
was lower than that of the company. 

The expenses included in the $18,- 
834 total include royalties, as above 
stated and also include ad valorem 
and general taxes but do not include 
income taxes. 

[20] Because of the heavy invest- 
ment and uncertainties connected with 
the development of the Spiro field it 
is our opinion that a rate of return of 
63 per cent should be allowed on the 
investment in this property. The total 
investment on which this return will 
be allowed, based on the average for 
three years, as above stated, and in- 
cluding $360,278 for wells, $214,699 
for transmission and field lines, and 
$28,311 for leases and gas rights, is 
$603,288. The rate base requested by 
the company for the year ending June 
30, 1942, only, was $577,810. A re- 
turn of 64 per cent on $603,288 is 
$39,214. 


The total amounts thus necessary, 
not including income taxes, to pay all 
of the cost of operating the Spiro field 


and producing gas therefrom and 
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transmitting the gas to the pipe lines 
of the Twin City Pipe Line Company, 
including operating expenses, deple- 


tion and return are as follows: 

Operating expenses $18,834 

Average depletion on wells 

Average depletion on transmission 
lines 

Average depletion on leases & gas 
rights 

Return 


3,063 
39,214 


$175,409 


When this is divided by the average 
amount of gas to be produced during 
the next three years, 1,108,966 thou- 
sand cubic feet, the cost per thousand 
cubic feet of gas delivered to the Twin 
City Pipe Line Company is 15.817 
cents. This is a very high cost. We 
do not believe the company should 
again get involved in such an expen- 
sive development without exploring 
fully with this Department the costs 
of otherwise securing a permanent 
supply of gas. 

No evidence was introduced about 
cash working capital or materials and 
supplies for the operation of the Spiro 
field. A 30-day allowance for the op- 
erating expenses would be $1,548. 
The company did contend at the hear- 
ing that in the fixing of cash working 
capital some consideration should be 
given to the fact that the company is 
now engaged in a development opera- 
tion. This has been considered in the 
allowance of general overheads, which 
includes interest during construction, 
in the estimates of the Department’s 
engineers. The company omitted all 
of these general overheads in its own 
estimates. We think that an allow- 
ance of $2,500 should be ample to cov- 
er the cash working capital and mate- 
rials and supplies necessary for the 
Spiro operations. A return of 6} per 
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cent on this is $162.50. When this is 
added to the $175,409, the total above 
arrived at, we find that the total cost 
of the Spiro gas delivered to the Twin 
City Pipe Line Company is $175,- 
571.50. This is an average for the 
next three years. 

We have previously found that the 
total amount of the expenses, depreci- 
ation, and return of the 5-company 
group, including all cost of gas except 
that from the Spiro field, is $467,253. 
When the cost of gas from the Spiro 
field is added to this amount it gives a 
total which must be provided for this 
5-company group, exclusive of income 
taxes, of $642,825. 

To the above total of $642,825 an 
amount must be added for state and 
Federal income taxes. The account- 
ants for the Department have calcu- 
lated that these taxes should be $38,- 
741. This calculation was made on 
the following basis: The $100,500 
return to which the 5-company group 
is entitled was divided between the 
five companies in proportion to their 
estimated cost of reproduction new 
less depreciation, as shown on basis 2 
submitted by the engineers for the De- 
partment, after these costs had been 
corrected by eliminating the discounts 
on pipe prices which we think are 
proper, and after the original costs 
of wells had been submitted for 
the estimated cost of reproducing 
them. In this manner an amount of 
net income before interest was arrived 
at for each of the companies. The 
return for the Spiro development has 
been separately arrived at and this has 
been included. From this net income 
before interest there was deducted the 
annual interest actually due on the out- 
standing notes of the different com- 


panies, as of December 31, 1940. In 
the case of the Spiro development it 
was presumed that 50 per cent of the 
investment was represented by bonds 
bearing interest at the rate of 34 per 
cent, and the interest so arrived at was 
also deducted. This left a net income 
for each of the companies after inter- 
est on which state and Federal income 
taxes were calculated, and in this man- 
ner the total of $38,741 was arrived 
at. This does not include anything 
for excess profits taxes. There is no 
evidence in the record from which an 
estimate of the amount of any possi- 
ble excess profits taxes can be arrived 
at. When this is added to the $642,- 
825 previously shown, we arrive at a 
total of $681,566 as the total amount 
of expenses, depreciation, and return 
which represents the cost of supplying 
gas in the Fort Smith and Van Buren 
areas by the five companies in the 


group. 
Southwestern States Gas Company 


It is next necessary to consider the 
value and expenses of the Southwest- 
ern States Gas Company. This is a 
small affiliated company that serves 
gas to various towns and rural cus- 
tomers on the lines of the Arkansas 
Oklahoma Gas Company. 

The company’s estimate of the cost 
of reproduction new less depreciation 
of its property in Arkansas is $52,440. 
The engineers for the Department 
took no exception to this estimate. 
The pipe involved is all small pipe on 
which the discounts discussed in con- 
nection with the larger pipe are not ap- 
plicable. 

The company’s report as to the 
original cost of its Arkansas proper- 
ties shows a total of $50,764. Of this 
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» amount, however, $10,844 represents 
' amounts paid to the original owners 
| of the property in excess of the cost of 
| the property when it was originally 
| devoted to the public service. In ad- 
| dition to this, the company has accrued 
» a balance in its depreciation reserve of 
’ $30,752. A part of this is allocable 
» to the Arkansas properties, and when 
| this balance is divided between the Ar- 
' kansas and Oklahoma properties, in 
» accordance with the figures on the com- 
| pany’s plant account as shown in its 
) Exhibit No. 27, the sum of $13,752 
| is allocable to the Arkansas property. 
| When this amount is divided between 
| the original cost and the plant acqui- 
» sition account we find that $10,815 
is the balance now in the depreciation 
reserve of the company, which is allo- 
cable to the actual original cost of the 
property. This leaves a balance of 
original cost of $29,105. If we con- 


sider the plant acquisition costs as a 
part of the costs, then the undepreci- 
ated balance remaining in the gas 
plant account for the Arkansas prop- 


| erty is $37,012. The original cost 
studies are subject to the same cau- 
tious use which is necessary with re- 
gard to the cost studies of the other 
companies. The Southwestern States 
Gas Company acquired a great deal of 
| its property from predecessor compa- 
nies and the records of actual original 
| cost are not entirely dependable. 
| We find that a fair value for the 
property of the Southwestern States 
' Gas Company used in serving gas in 
Arkansas is $45,000. 
We disallow a claim of the company 
' for an additional $5,000 for going 
' concern value, this for the same rea- 
® sons that similar claims were disal- 
F lowed for the other companies. 
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To the value above found there 
must be added amounts for cash work- 
ing capital and for materials and sup- 
plies. The company’s claim for cash 
working capital is $1,024. The evi- 
dence of the Department’s accountants 
is that a 45-day allowance for all ex- 
penses, exclusive of the cost of gas 
purchased from affiliated companies, 
is $440. 

The company’s claim for materials 
and supplies in the amount of $479 
was regarded as reasonable by the De- 
partment’s engineers and is allowed. 

When these allowances are added to 
the $45,000 above found, we have a 
total of $45,919 as the value of all the 
property used by this company in serv- 
ing gas in Arkansas. 

[21] This company is planning to 
build a pipe line to serve Camp Chaf- 
fee and its estimate of the cost of this 
line is $6,000. At the time of the 
hearing the contract between the Army 
and the company with reference to the 
price of gas had not been agreed upon, 
but it was certain that the company 
was going to supply a certain amount 
of gas for the camp and that the mat- 
ter of price was going to be worked 
out. As the construction of this line 
is regarded by us as certain we include 
its estimated cost in the rate base of 
the company in the amount of $6,000, 
which gives a total of $51,919 as the 
measure of the return which the com- 
pany must receive for the use of its 
property. 

We find that 6 per cent is a fair re- 
turn upon the property of this com- 
pany. This is for reasons heretofore 
discussed in connection with the Ar- 
kansas operation of the other members 
of the Southern United group. The 
amount of such return is $3,115. 
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The company claimed for its oper- 
ating expenses, aside from Federal 
and state income taxes, the sum of 
$5,161. This claim is accepted as 
proper. 

The annual allowance for deprecia- 
tion is fixed at $1,450. The company 
claimed $1,900 for this item. The 
amount allowed bears the same rela- 
tionship to the amount claimed as the 
allowances which have been hereto- 
fore made in the case of the other 
companies of the Southern United 
group, except that the allowance for 
this company is slightly greater than in 
the case of the other companies on 
account of the higher proportion of 
small distribution mains in the prop- 
erty of this company. 

To the above there must be added 
an allowance to take care of income 
taxes for this company. From the re- 
turn of $3,115 there should be deduct- 
ed $1,431, leaving net income after 
taxes of $1,684. We calculate that an 
allowance of $450 is required to take 
care of Federal and state income taxes. 

The total amount necessary, there- 
fore, to cover the expenses, deprecia- 
tion, return, and taxes of the South- 
western States Gas Company is as fol- 
lows: 





ROU io iste deren eae eae es $3,115 
Operating expenses outside of cost of 
AS rae a alate ans Beis RIMES ORION 5,161 
Annual allowance for depreciation... 1,450 
PPUGOIIS LARS ~ -555:5:9 iv 315504 iwle sow ineinie 450 
POUR: oss Wales ewidslneeneicens. dowte $10,176 


All gas distributed by this company 
is purchased from its affiliated compa- 
nies and at this point the cost of pur- 
chased gas need not be considered. 

When this total of $10,176 is added 
to the total heretofore arrived at for 
the other companies of the Southern 
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United group and for the Spiro opera- 
tions, amounting to $681,566, we have 
a total of $691,742. 

Our calculations indicate that the 
rates proposed by the company will 
yield an average revenue over the 
three years of approximately $682,- 
862. It follows that the company is 
entitled to the revenue which will be 
produced by its proposed rates. 

We have made several computations 
to determine whether the rates pro- 
posed by the company distribute these 
costs equitably among its consumers. 
These studies were made on the com- 
modity-demand basis. The costs were 
divided into two groups, assigning to 
the demand group those costs attribu- 
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table to the fact that the company must 74 cost 
be prepared at all times to meet maxi- dust 
mum demands and assigning all other ing 
costs to the commodity group. These Oth 
costs were then distributed among the tent 
customers in proportion to their de- glas 
mands or load factors, and upon actu- FF} chaz 
al consumption. BD ed: 
Such studies are not exact cost an- §4 plar 
alyses. Judgments differ as to what 7 its! 
costs to put ineach group. For exam- fj the 
ple, in this case some or all of the cost poli 
of production at Spiro could well be has 
placed in the demand group. Like- cost 
wise, in studying some of the larger pan 


consumers, the largest part of the cost 
of serving customers might well be 
taken out of the commodity group. 
Likewise, judgments differ as to how 
the demand costs should be divided— 
whether on load factors or solely on 
peak demands. 

All of these studies indicate that 
the Fort Smith Gas Company and the 
smelter at Van Buren, under the rates 
filed November 3, 1941, are paying 
approximately what it costs to serve 
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them, and that the proposed charge for 
the Oklahoma Gas & Electric Com- 
pany is not unfair, but they also show 
that the Harding Glass Company is 
paying much less than the cost of serv- 
ice to it and that the other industrial 
consumers as a group (outside of the 
smelter and the glass plant) are pay- 
ing (under the 15 cent—13 cent rate) 
considerably more than the cost of 
serving them. 

It is not necessary to state the detail 
of these studies. In fixing rates, it is 
not usual to try to find exact costs for 
each consumer. But on the basis most 
favorable to it, the rates now charged 
to the Harding Glass Company fail by 
a minimum of $7,000 of paying the 
cost of service to it and the other in- 
dustrial consumers as a group are be- 
ing overcharged by at least $7,000. 
Other studies, not made with the in- 
tent of finding a basis favorable to the 
glass plant, indicate as much under- 
charge. For various reasons connect- 
ed with the importance of the glass 
plant to Fort Smith and the history of 
its location and development there and 
the fact that it follows a deliberate 
policy of continuous operation and so 
has a very favorable load factor, the 
cost study most favorable to that com- 
pany should be used. This indicates, 
however, that the rates to it should be 
raised at least to 11 cents per thousand 
cubic feet, a raise of 1 cent over the 
present rates. This will increase the 
revenues of the company by approxi- 
mately $7,000 per annum. The com- 
pany will be ordered to reduce its pro- 
posed rates to its other industrial con- 
sumers so as to reduce the revenues 
from them by at least $7,000 per an- 
num. Otherwise, the rates filed by the 
company should be approved. The 
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new rates to the Harding Glass Com- 
pany and to other industrial consum- 
ers will be effective for all billing pe- 
riods ending after January 15, 1942. 


The following rate, applied to all 
the industrial consumers except the 
Arkansas Smelting Company and the 
Harding Glass Company and the Okla- 
homa Gas & Electric Company, will 
effect the necessary adjustment above 
stated. 

First 2,500 M cu. ft. per month at 15¢ per M 


cu. ft. 
All excess per month at 11¢ per M cu. ft. 


Provided, however, that the average monthly 
rate shall not be less than 12¢ per M cu. ft. 


We find that the adjustment in the 
industrial rates above set forth should 
not be applied retroactively but should 
be applied only to gas consumed dur- 
ing billing periods ending on or after 
January 15, 1942. Consequently, no 
refunds to the consumers will be made 
and the security furnished by the com- 
pany at the time the suspended rates 
were put into effect will be released. 

On December 30, 1941, the South- 
western States Gas Company filed 
with the Department a copy of a con- 
tract which has been finally executed 
between it and the authorities of the 
United States Army for supplying gas 
to Camp Chaffee. This contract pro- 
vides for a sliding schedule of rates 
with a minimum of 18 cents per thou- 
sand cubic feet and as soon as opera- 
tions at the camp begin it is expected 
that the average rate will be 18 cents. 
This is the rate at which we calculated 
the revenues to be derived from these 
sales and the contract should be ap- 
proved. 

It is therefore ordered: 

1. That the special schedule filed on 
November 3, 1941, covering standby 

42 PUR(NS) 





ARKANSAS DEPARTMENT OF PUBLIC UTILITIES 


service for the generating plant of the 
Oklahoma Gas & Electric Company 
be and it hereby is approved. 

2. That the revised schedule filed 
on November 3, 1941, for gas sup- 
plied to the plant of the Arkansas 
Smelting Company at Van Buren be 
and it hereby is approved. The other 
rate schedules shall not apply to it. 

3. That the Twin City Pipe Line 
Company shall furnish gas for the 
plant of the Harding Glass Company 
for all billing periods ending on and 
after January 15, 1942, at a rate of 11 
cents per thousand cubic feet. No 
other change is made in the contract 
between these companies. 

4. That the collections made by the 
Twin City Pipe Line Company and 
the Southwestern States Gas Company 
from their industrial consumers for 
all billing periods ending prior to Jan- 
uary 15, 1942, under the schedules 
heretofore filed be and they hereby 
are approved and the bond filed to en- 
able the company to collect under such 
schedules be and it hereby is discharged 


and released and that the Merchants 


National Bank, which has been hold- : 
ing certain excess collections under § 


such schedules in trust, be and it here- 
by is authorized to release said moneys 
to the Twin City Pipe Line Company 
and the Southwestern States Gas Com- 
pany. 

5. That the Twin City Pipe Line 
Company and the Southwestern States 
Gas Company shall furnish gas to all 
their industrial consumers except the 
Arkansas Smelting Company, the 
Harding Glass Company and the Ok- 
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lahoma Gas and Electric Company for F 
all billing periods ending on and after F 
January 15, 1942 at the following © 


rates: 


First 2,500 M cu. ft. per month at 15¢ per M e 


cu. ft. 


All excess per month at 11¢ per M cu. ft. 4 


Provided, however, that the average monthly a 


rate shall not be less than 12¢ per M cu. ft. 


6. That the contract entered into § 


between the Southwestern States Gas 
Company and the United States Army 
for the supply of gas at Camp Chaffee 
be and it hereby is approved. 


J 
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Re Ark-La Electric Codperative, 


Incorporated 


[Docket No. 526.] 


Certificates of convenience and necessity, § 89.1 — Grant or denial — National 


defense as a factor. 


1. There can be no higher public convenience and necessity than the de- 
fense of the country, and in passing upon an application for construction of 
a transmission line to serve a defense industry, the only questions which 
the Commission should investigate should be whether the necessary power 
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is available and whether erection of the line involves unnecessary duplication 
of existing facilities and an unnecessary use of copper, electrical apparatus, 
and other critical war materials, p. 114. 


| Certificates of convenience and necessity, § 25.1 — Duties of state Commission — 
War needs — Opinion of war authorities. 


2. The Commission, although believing that construction of a transmission 
line for serving a national defense industry during war should be denied 
because of the availability of power from other sources without duplication 
of facilities and with the use of fewer construction materials, will defer to 
the decision of the war authorities, and if the Federal officials having au- 
thority to decide such question indicate that the construction will be for the 
best interests of national defense, a certificate will be granted, p. 118. 


| Commissions, § 19 — Functions — Violation of state law — Restriction on cor- 
: porate names — National defense needs. 
3. The Commission, although preferring that defense authorities should not 
order the violation of a state statute restricting foreign corporations doing 
business in the state with respect to the use of a corporate name, does not 
have the function to interfere if the Federal authorities so order, p. 118. 


"| Certificates of convenience and necessity, § 168 — Construction of generating plant 
and transmission line — Evidence as to material. 

4. An application for authority to construct and operate a generating plant 
and a transmission line from that plant to an aluminum plant, based on a 
statement as to the availability of generating units, should be denied unless 
the applicant furnishes, in strict confidence if it so desires, information 
as to the characteristics of these generating units and from whom they are 
to be obtained, so that the Commission may make its own investigation of 
their availability, although it is explained that the giving of this information 
would be contrary to the public interest, p. 119. 


|) Certificates of convenience and necessity, § 73 — Time limit on permit — Con- 
: struction of plant. 

5. The Commission will not grant certificates of convenience and necessity 
for construction of generating plants and transmission lines in the absence 
of evidence that the privileges granted can be exercised before the expira- 
tion of one year after the grant, p. 119. 


4 Certificates of convenience and necessity, § 163 — Rural electric codperatives — 
Definiteness of application. 


6. An application which is simply a request that a rural electric cooperative 
be authorized to construct and operate lines to serve power anywhere in 
the state, to rural electric codperatives that are members of the applicant, 
should be denied without prejudice to a further consideration of the mat- 
ter when the applicant is in a position to tell the Commission what lines 
it desires to build and who is to be served, p. 119. 


[January 10, 1942.] 





PPLICATION by rural electric codperative for a certificate of 
A convenience and necessity to construct, maintain, and op- 
erate electrical facilities; action on part of application deferred 
pending decision by war authorities and otherwise denied con- 

ditionally. 


113 42 PUR(NS) 





ARKANSAS DEPARTMENT OF PUBLIC UTILITIES 


By the DEPARTMENT: The Ark-La 
Electric Codperative, Inc., a Louisiana 
corporation, has applied for a certifi- 
cate of convenience and necessity to 
construct and operate an electric trans- 
mission line from a point on Lake 
Catherine near Hot Springs, Arkan- 
sas, where the Defense Plant Corpora- 
tion is now erecting an aluminum 
plant, to the Arkansas-Oklahoma state 
line, near Fort Smith, Arkansas, said 
line to be continued on to Markham’s 
Ferry on the Grand, or Neosho river, 
in Oklahoma,—this line to be used for 
delivering to the aluminum plant 32,- 
500 kilowatts of firm capacity from 
the dam at Pensacola on the said 
Grand river. The application also pro- 
posed to construct and operate a steam 
generating plant of 45,000-kilowatt 
capacity on the Ouachita river, near 
Camden, Arkansas, and to construct 
and operate transmission lines to con- 
nect this plant with the aluminum plant 
and to interconnect with the transmis- 
sion line from the Grand river dam. 
The application also proposed, with- 
out any other location or specification, 
to construct and operate “all other 
transmission lines necessary to serve 
electric power to rural electric codper- 
atives that are members of Ark-La 
Electric Cooperatives, Inc.” 

[1] The first part of this applica- 
tion is for the construction of the 
transmission line to the Grand river 
dam. The applicant has a contract 
with the Defense Plant Corporation 
to supply 32,500 kilowatts of firm 
capacity for the aluminum plant for a 
short period of time. There can be 
no higher public convenience and ne- 
cessity than the defense of the country. 
Immediately upon the filing of this ap- 
plication, on December 26, 1941, this 
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Department expressed its attitude that 
the only questions which it should in- 
vestigate should be whether the neces- 
sary power was available for such 
transmission and whether the erection 
of this line involved unnecessary dupli- 
cation of existing facilities and an un- § 
necessary use of copper, electrical ap- | 
paratus, and other critical war ma- | 
terials. It notified the War Depart- ] 
ment, the Office of Production Man- | 
agement, and the Defense Plant Cor- 
poration that this application was set 
for hearing on January 6, 1942, and 
requested those authorities to have | 
representatives present to hear what 
evidence might be brought out on these § 
points and, if not contrary to public | 
policy, to testify. The Office of Pro- j 
duction Management sent two engi- § 
neers who were present throughout the f 
hearing, but who did not testify. ; 

The Arkansas Power & Light Com- 7 
pany and the Southwestern Gas & J 
Electric Company intervened in op- J 
position to the application, as did an Ff 
attorney representing holders of pre- J 
ferred stock in the Arkansas Company. | 

Prior to the hearing the applicant | 
asked the Department to invite the | 
Federal Power Commission to hold § 
a joint hearing on this application. f 
On being informed by the applicant F 
that nothing whatever was pending be- 
fore the Federal Power Commission J 
with reference to this matter, the De- 
partment saw no reason for a joint j 
hearing. At the hearing, Honorable § 
Leland Olds, Chairman of the Federal 
Power Commission, appeared as a wit- 
ness for the applicant and read into | 
the record a resolution of that Com- 
mission implying that this Department 
should have invited the Federal Power 
Commission to sit with it, which reso- 
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lution authorized him to appear at the 
hearing on behalf of the applicant. 
Chairman Olds testified, among other 
things, that the proposed line was go- 
ing to be built and that the Federal 
Power Commission could order it 
built. 

The government, through the De- 
fense Plant Corporation, is building an 
aluminum plant near Remmel dam at 
the foot of Lake Catherine, near Hot 
Springs, Arkansas. After negotia- 
tions and studies, the Defense Plant 
Corporation decided to install its own 
power plant. The aluminum plant, 


however, will be ready to begin opera- 
tions about June, 1942, and will be 
ready to go into full operation within 
a few months thereafter, while its own 
power plant cannot be completed and 
ready to operate until some sixteen or 
eighteen months after July 1, 1942. It 


is necessary, therefore, that large 
quantities of power be made available 
for the operation of the plant prior to 
the availability of its own generating 
facilities, this interim power running 
up, for a short period of time, to as 
much as 97,500 kilowatts of capacity. 

The privately owned utility compa- 
nies in this state were asked early in 
the consideration of the plans for this 
plant to furnish power for it, and, aft- 
er the Defense Plant Corporation de- 
cided to build its own power plant, 
these utilities were then asked to fur- 
nish interim power in the amount of 
65,000 kilowatts. This is a large 
block of power and it is doubtful that 
this much unused capacity is available 
in any system in this area. A pool of 
private utility companies was there- 
upon formed, embracing most of the 
large utility companies from New Or- 
leans on the south to Omaha on the 


north and from central Mississippi on 
the east to Big Spring, Texas, on the 
west. To make all of the generating 
capacity of this area available for war 
industries this pool proposed to build 
certain interconnections. The testi- 
mony indicates that these intercon- 
nections will use 4,290,500 pounds of 
copper and cost $4,277,000, this being 
in addition to a certain amount of con- 
struction which has been heretofore 
authorized and is now being built, at 
a cost of $662,000 and using 770,400 
pounds of copper. All of this will be 
paid for by the utilities. This pool 
will have a net dependable capacity of 
1,512,300 kilowatts. The estimated 
peak load on the pool, in December, 
1942, including all now known defense 
loads, except this aluminum plant, will 
be 1,294,260 kilowatts, leaving avail- 
able for reserves, for the aluminum 
plant and for additional loads now un- 
foreseen, 218,040 kilowatts. Arkansas 
is in the center of this pool and the pro- 
posed connections are so designed 
that practically all of this capacity will 
be available in Arkansas if it is needed. 
The formation of this pool enabled the 
Arkansas Power & Light Company to 
make a contract with the Defense 
Plant Corporation to supply 65,000 
kilowatts of interim power. The con- 
struction of the connections above 
mentioned appears to be necessary for 
this purpose. 

The Defense Plant Corporation 
later decided to enlarge the capacity of 
the aluminum plant, making an addi- 
tional 32,500 kilowatts of interim 
power necessary. The utility pool of- 
fered to furnish this additional capac- 
ity. It is able todo so. The Defense 
Plant Corporation, however, decided 
to and did enter into a contract with 
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the applicant, the nominee of the Rural 
Electrification Administration, for the 
supplying of this 32,500 kilowatts. 


It is proposed to bring this power 
over the proposed transmission line 
from the Pensacola dam on Grand 
river in Oklahoma. This dam was 
built by the state of Oklahoma and has 
been taken over by the government and 
is now operated by one of its agencies. 
The generators installed at that dam 
have a peak capacity of 60,000 kilo- 
watts. The studies made by the War 
Department, prior to the construc- 
tion of this dam, and the design of the 
dam with the power reservoir held at 
745 feet, show that the total firm ca- 
pacity of the dam is 200,000,000 kilo- 
watt hours per annum. This means a 
firm capacity of around the clock of 
approximately 22,500 kilowatts. Firm 
capacity is needed for the operation of 
the aluminum plant. To deliver 32,- 
500 kilowatts of firm capacity to the 
aluminum plant would require 36,000 
or 37,000 kilowatts of firm capacity at 
the Markham’s ferry and of this trans- 
mission line. The dam is now being 
operated by the Federal Works Agen- 
cy and its manager testified that it was 
proposed, since Pearl Harbor, to raise 
the reservoir level for power purposes 
to 750 feet, which would give an ad- 
ditional 20,000,000 kilowatt hours of 
firm energy at the dam. To raise the 
reservoir to this level would destroy 
between 40 and 60 per cent of the flood 
control benefits supposed to be avail- 
able from this dam. Representatives 
of landowners on the Arkansas river 
who will be affected by this loss of 
flood control benefits have intervened 
and protested against being deprived 
of these flood control benefits unless 
such injury to them is absolutely nec- 
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essary for the protection of the coun- 
try. They suffered a bau flood this 
fall. To raise this reservoir level to 
750 feet will give more firm capacity, 
but even with this additional storage 
the firm capacity is a good many thou- 
sands of kilowatt hours lower than the 
firm capacity necessary to guarantee 
that 32,500 kilowatts will be delivered 
at the aluminum plant around the 
clock. 

We understood from the evidence 
that the Federal Power Commission 
would order the utilities, with which 
the Grand river dam is now or will be 
connected, to furnish the applicant the 
additional power necessary to enable 
it to carry out its contract. The util- 
ities from whom this additional power § 
will be taken are members of the pool 
hereinbefore described and are already § 
obligated to contribute to said pool to fj 
enable it to deliver the 65,000 kilo- 
watts at the aluminum plant and, un- 
less ordered to assist applicant, would 
be in a position to assist the pool in 
carrying out its offer to deliver 100,- 3 
000 kilowatts of capacity to the alum- Fi, 
inum plant. i} 


As hereinbefore stated, the peak ca- 
pacity of the Grand river dam is 60,-Phhis 


000 kilowatts. If this capacity was 
used only for peaking purposes, it 
would be available for between eight 
and ten hours every day. Assuming 
that the power reservoir level be kept 
at the designed height of 745 feet, the 
firm capacity of the dam does not ex- 
ceed 22,500 kilowatts. To use the 
dam for firm capacity would simply de- 
stroy 37,500 kilowatts of capacity 
which would be available all over the 
Southwest territory for war indus- 
tries if the dam were made a member 
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f the pool and if its capacity were 
ised only for peaking purposes. 

The utility group has offered to 
make the authorities in charge of the 
rand river dam a member of the pool, 
l) allow them to name a member of 
fie pool’s operating committee, so that 
rey would have full information at 
il times as to whether a fair amount 
f power was used from the dam and 
shether a fair price was paid for it, 
ind to settle all differences in regard to 
ese matters by arbitration. It has 
iso made an offer to the Defense 
Plant Corporation that if it can secure 
e power from this dam and turn it 
into the pool, then the pool will trans- 
ort same to the aluminum plant at 
what we regard as cost. 


From the evidence before us we find 
hat there is not sufficient capacity at 
e dam to furnish 32,500 kilowatts 
f firm capacity to the aluminum plant, 
ind that a failure to put the capacity 
f the dam into the pool for peaking 
urposes only will destroy at least 30,- 
00 kilowatts of capacity, and possibly 
ts much as 37,500 kilowatts of capac- 
ty, which would otherwise be avail- 
ble all over the Southwest for war 
ndustries. In order partially to avoid 
his destruction of capacity, we under- 
tand that the Federal Power Com- 
nission will order members of the pool 
» furnish additional power to the ap- 
licant. This will enable the Rural 
lectrification Administration to get 
nto the power picture, but will reduce 
ne ability of the private utilities to 
erve other war industries through the 
perations of the pool. 

We further find that such power as 
savailable at Grand river dam can be 
tansported to the aluminum plant in 
\rkansas or to war industries located 
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elsewhere without the construction of 
the proposed transmission line, and 
that the construction of the proposed 
transmission line duplicates existing 
facilities which could be used for the 
same purpose and thereby involves the 
use of at least 2,900,000 pounds of 
copper and the expenditure of at least 
$3,780,000. The evidence before us 
indicates that the connections neces- 
sary to bring the full 60,000 kilowatts 
of peaking capacity from this dam 
into the power pool would involve the 
use of only 22,000 pounds of copper 
and an expenditure of approximately 
$250,000, and the evidence further in- 
dicates that this construction is already 
under way and would be necessary, in 
any event, if the members of the pool 
are to be forced to make a part of their 
capacity available to applicant to be 
transported over the proposed line, in- 
stead of allowing the pool members to 
transport all of the energy over their 
own lines. 

We further find that the full re- 
quirements for the aluminum plant can 
be furnished by the utility pool or can 
be transported to the plant through the 
pool without the construction of this 
line and on terms and conditions which 
ought to assure that the government is 
not being discriminated against either 
as regards the amount of power taken 
from the Pensacola dam or the price 
paid for it, or the amount charged for 
transporting it. 

We further find that the full avail- 
able capacity of this territory can more 
efficiently be made available for war 
industries throughout the area by hav- 
ing all of said capacity distributed 
through the power pool, rather than 
by having some of the members of the 
pool forced to furnish power to the 
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applicant. It is entirely possible that 
when the applicant calls on its connec- 
tions for power all of their available 
power may be needed for the opera- 
tions of the pool. 

[2] If we felt free to exercise our 
own judgment in this matter the appli- 
cation for the construction of this line 
would be denied. Our judgment of the 
evidence is that the construction of this 
line and the use of the Grand river dam 
for the furnishing of firm power in- 
volves a waste of capacity, of copper 
and of money, which should not be 
permitted at this time on the part of 
either public or private power interests. 
It is untimely, in this emergency, to 
encourage or permit either private util- 
ities or public power groups to impose 
their desires so as to menace the in- 
terests of the nation. It is possible 
that what might be proper in normal 
times could now be a crime. The con- 
struction of this line may also serve to 
settle and foreclose, through the deci- 
sion of appointed bureau officials, the 
question as to whether, after the war, 
private utilities in Arkansas shall be 
regulated by publicly owned and sub- 
sidized competition. In our judgment 
this is a question which should be set- 
tled either by the state legislature or by 
the Congress. Either as voters or as 
legislators we might agree that proper 
regulation of the rates of privately 
owned utilities by administrative tribu- 
nals, both state and Federal, under the 
restrictions imposed by the present in- 
terpretation of the due process clause, 
is hopeless, and that it is therefore in 
the public interest that they should be 
regulated by publicly owned and sub- 
sidized competition. Some of the 
members of the Department feel that 
this may be true, but it is our unani- 
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mous opinion that this is a questiog 
which should not be settled nor fore 
closed in this manner, but should pg: 
passed upon only by a legislative body 
elected by and responsible to the voter 
and reflecting the will of all the people 
It should not be settled by a bureau o 
commission, either state or Federal. 

However, the applicant has secure 
a contract from the Defense Plan 
Corporation to furnish some power t¢ 
the aluminum plant. The authoritie 
in Washington are charged with th 
duty of preparing the nation for wa 
and of conducting that war. This Def 
partment will defer to the decision o 
the war authorities. A decision as té 
the issuance of the certificate for th 
proposed transmission line will be held 
up until the evidence taken on th 
hearing can be placed before these au 
thorities. We shall send, as soon ag 
possible, copies of the evidence so tak# 
en to the War Department, the Offic¢ 
of Production Management, and t@ 
the Supply Priorities Allocation Boar 
so that those authorities may have bef} 
fore them all of the testimony broughf 
out on both sides of the question. |] 

If, after having an opportunity t@ 
consider such evidence, said author¥ 
ities, or that one of them having aug 
thority to decide such question, indi 
cate to us that the construction of said 
line will be for the best interest of 
national defense, a certificate will bé 
granted. 

[3] We point out one minor matter 
The Arkansas statute provides that 4 
foreign corporation doing business it 
Arkansas shall not use a corporate 
name such as that of the applicant 
We should prefer that the defense au 
thorities should not order that thi 
law be violated but if they do so orde 
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RE ARK-LA ELECTRIC COOPERATIVE, INC. 


iol we do not consider it our function to 


interfere. Further, in view of § 11 of 
B Art. XII of our state Constitution and 
of § 5045 of Pope’s Digest of the stat- 
ytes of Arkansas and of the decision 
of our supreme court in the case of 
Southwestern Gas & E. Co. v. Patter- 
son Orchard Co. (1929) 180 Ark 148, 
20 SW (2d) 636, we doubt if appli- 
cant, a Louisiana corporation, has the 
right to condemn private property for 
its right of way. If this line is to be 
completed by June 1, 1942, the right 
of way must probably be acquired by 
condemnation rather than by purchase. 
Private utilities, incorporated in other 
states, circumvent this state law by or- 
ganizing a dummy corporation in Ar- 
kansas to condemn land for the for- 
eign corporation and this subterfuge is 
of course available to the REA, as well 
as to private utilities. 

[4, 5] That part of the application 
with reference to the construction and 
operation of a generating plant at or 
near Camden, Arkansas, and of a 
transmission line from said plant to 
@ the aluminum plant, which application 
@ was filed on December 26, 1941, stated 
@) that the applicant had available to it six 
7,500 kilowatt steam-generating units 
and that the applicant proposed to use 
those units and have the plant in op- 
eration prior to December 31, 1942. 
We undertook our own investigation 
of this statement and ascertained that 
said units were probably not available, 
and, at the hearing on January 6, 1942, 
ten days after the application was filed, 
the applicant’s own witness testified 
that at least five of these generating 
units were not available, but that the 
Rural Electrification Administration 
could secure secondhand generating 
units, complete with boilers and con- 
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densers, of a capacity of 21,000 kilo- 
watts, which could be placed in op- 
eration at once. When asked to de- 
scribe these units and where they 
would be obtained, the answer was 
made, without explanation, that the 
giving of this information would be 
contrary to the public interest. As to 
this plant, we shall not grant a permit 
for its construction and operation un- 
less the applicant furnishes us, in strict 
confidence if it so desires, information 
as to the characteristics of these gen- 
erating units and from whom they are 
to be obtained, so that we may make 
our own investigation of their avail- 
ability. Our statute contemplates 
that if privileges granted under per- 
mits issued by this Department are not 
used within one year, they shall cease. 
Complications have arisen in the past 
through the granting of permits, the 
privileges under which could not be 
exercised within one year, and it is our 
intention not to grant any further cer- 
tificates in the absence of evidence that 
the privileges granted thereunder can 
be exercised before the expiration of 
one year after the grant. 

[6] The third part of the applica- 
tion was simply a request that the ap- 
plicant be authorized to construct and 
operate lines to serve power anywhere 
in the state, to rural electric codpera- 
tives that are members of the appli- 
cant. This part of the application will 
be denied without prejudice to a fur- 
ther consideration of the matter when 
the applicant is in a position to tell us 
what lines it desires to build and who 
is to be served. 

It is therefore ordered: 

1. That copies of this order and of 
the testimony taken at the hearing be 
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sent ot the War Department, to the 
Office of Production Management, and 
to the Supply Priorities Allocation 
Board. If thereafter said authorities, 
or that one of them having power to 
decide such question, indicate to this 
Department that the construction and 
operation of the transmission line 
from the aluminum plant site to Mark- 
ham’s ferry is considered to be for the 
best interest of national defense, then 
a certificate will be issued for the con- 
struction and operation, for the pur- 
pose of furnishing power to the alu- 
minum plant, of that part of the line in 
Arkansas. 

2. That that part of the application 
concerning the construction of a gen- 
erating plant on the Ouachita river 
near Camden and the construction of 
transmission lines from said plant to 
the aluminum plant site be continued 


for thirty days from this date. | 
within that time the applicant fy 
nishes to the Department, in confidenc 
if it so desires, information as to th 
characteristics of the secondhand ger 
erating units which it proposes to in 
stall and the source from which it ex 
pects to obtain them, then this part o 
the application will be considered fur 
ther. If such information is not fur 
nished, the application will be denied. 
3. That part of the application fo 
“the construction and operation cf al 
other transmission lines necessary td 
serve electric power to rural electri 
cooperatives that are members of Ark 
La Electric Cooperative, Inc.,” will be 
denied without prejudice to renewa 
thereof at such time as the applicant ig 
able to describe the lines which it pro¥i 


poses to erect and the service which it@gwhi 


proposes to furnish. 





SECURITIES AND EXCHANGE COMMISSION 


Re Panhandle Eastern Pipe Line Company} 


[File No. 70-447, Release No. 3299.] 


Security issues, § 1 — Alteration of rights — Consent of sole stockholder ad- : 


versely affected. 


Alteration of the rights of a parent corporation, holding all the Class A 

preferred stock of a subsidiary company, with respect to the basis for 
computing participation rights in earnings may be permitted to become§ 
effective when the alteration has been agreed to between the sole preferred 
stockholders and a large minority common stockholder and the alteration 
will not adversely affect the minority public holders of common stock but 


will inure to their benefit. 


[January 28, 1942.] 


SS. filed regarding alteration of rights of holder 
of preferred stock of a subsidiary of a registered holding 
company; permitted to become effective. 


¥ 


APPEARANCES: Edward N. Good- 
win and William L. Glenn, for Pan- 
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handle Eastern Pipe Line Company; 
William R. Nowlin. and Ambrose 
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RE PANHANDLE EASTERN PIPE LINE CO. 


<lig, for the Public Utilities Division 
bf the Commission. 


By the Commission: Panhandle 
fastern Pipe Line Company, a subsid- 
ary company of both Columbia Gas & 
Electric Corporation, a _ registered 
holding company, and Columbia Oil & 
Gasoline Corporation, also a subsidi- 
ay company of Columbia Gas, has 
iled a declaration and an amendment 
thereto, pursuant to §§ 6(a) and 7 
of the Public Utility Holding Com- 
pny Act of 1935, 15 USCA §§ 79f, 
9g, regarding a proposal to alter the 
rights of the holder of its Class A pre- 
erred stock with respect to the decla- 
ration during the year 1941 and pay- 
ment of a participating dividend, aris- 
ing from a change in the basis on 
which such participating dividend is 
Wo be computed. 

After appropriate notice, a public 
hearing was duly held. Having exam- 
@ined the record, we make the following 
@indings: 
| Panhandle Eastern, a Delaware cor- 
poration, was organized on December 
923, 1929, under the name of Interstate 
@ipe Line Company. Its present name 
was adopted on May 9, 1930. It is 
engaged principally in the production, 
purchase, transmission, and sale of 
natural gas at wholesale. 

Included in the capitalization of 
Panhandle Eastern are Class A pre- 
ferred stock,’ 100,000 shares, par val- 
te $100 per share, Class B preferred 
stock, 10,000 shares, par value $100 
per share, and common stock, 807,- 
@ 507 shares, without par value but with 
astated value of $25 per share. The 
preferred stocks and 404,326 shares 


(50.1 per cent) of the common stock 
of Panhandle Eastern are owned bene- 
ficially by Columbia Oil and held of 
record by Gano Dunn, trustee for Co- 
lumbia Oil, appointed pursuant to a 
consent decree, dated January 29, 
1936, in Cause No. 1099 in equity in 
the district court of the United States 
for the district of Delaware. 339,475 
shares (42 per cent) of the common 
stock are owned by Missouri-Kansas 
Pipe Line Company (Mokan) and the 
balance (7.9 per cent) is in the hands 
of over 1,700 holders. 

The Class A preferred stock, in ad- 
dition to a preferential cumulative 
dividend of $6 per share, is entitled to 
receive as a class one-fourth of all 
dividend distributions in excess of 
$1.50 per share on the common stock 
declared or paid in any one calendar 
year. 

The problem before us is whether, 
under the circumstances here, a change 
in the basis of computing participat- 
ing dividends on the Class A preferred 
stock of Panhandle Eastern during the 
year 1941 to the extent of reducing the 
aggregate amount to which such hold- 
er would otherwise be entitled in the 
manner set forth in the certificate of 
incorporation would be such an altera- 
tion of the rights of the holder thereof 
as to be deemed detrimental to the 
public interest or the interest of inves- 
tors and consumers. 

The circumstances giving rise to 
such alteration of rights are as fol- 
lows: 

On or about January 25, 1941, Pan- 
handle Eastern distributed its entire 
interest in Central Distributing Com- 
pany, a wholly owned subsidiary,’ by 





1The refunding and retirement of the Class 
A preferred stock has been approved by us. 
See Holding Company Act Release No. 3286. 
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2 At the time of the distribution, Panhandle 
Eastern was exempt from the provisions of 
the act by virtue of pending applications filed 
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way of a dividends consisting of one 
share of common stock of the sub- 
sidiary on each share of its own com- 
mon stock. This subsidiary is en- 
gaged in the business of distributing 
and selling at retail natural gas in the 
states of Kansas and Missouri. At 
the meeting of the board of directors 
of Panhandle Eastern, whereat such 
dividend was declared, a minority of 
the board, representing Mokan, con- 
tended that such distribution was one 
of capital rather than a dividend. As 
will be shown below, this contention 
was resolved through compromise. 
The earned surplus account of Pan- 
handle Eastern was debited with 
$339,094.14, the aggregate par value 
of the stock distributed.* 

Later, in the year 1941, but prior 
to September 29, 1941, Panhandle 
Eastern paid cash dividends on its 
common stock aggregating $1 per 
share, thereby making total dividends 
of $1 in cash and 42 cents in kind de- 
clared and paid per share as of that 
date. 

In order to facilitate the declaration 
and payment of additional dividends 
on Panhandle Eastern’s securities, 
Mokan and Columbia Oil agreed in 


writing that the aggregate amount of 
dividends per share of common stock 
declared and paid prior to September 
29, 1941, should be deemed for the 
purpose of computing participating 
dividends to be $1.25, which amount 
included at 25 cerits per share the divi- 
dend paid in shares of common stock 
of Central Distributing Company that 
was declared out at 42 cents per share$ 

In reliance upon the agreement there 
was declared, on September 29, 194], 
an additional cash dividend of $1 per 
share on the common stock of Pan- 
handle Eastern and a participating 
dividend on its Class A preferred stock 
of $201,841.75° on the basis of $1.25 
in lieu of the larger participating divi- 
dend ($247,592.55) which the holder, 
Columbia Oil, would otherwise be en- 
titled to receive on the basis of $1.42; 


payment of such dividend being with- @ ut; 


held pending our action with respect @, 
thereto. : 
In our consideration of this matter, } 
we note that Columbia Oil, holder of § 
100 per cent of the Class A preferred 
stock and 50.1 per cent of the common 
stock, and Mokan, holder of 42 per} 
cent of the common stock of Panhan-§ 
dle Eastern, agreed to the compromise | 





pursuant to §§ 2(a)(8) and 3(a)(3), 15 
USCA §§ 79b (a)(8), ig £2) (File 
Nos. 31-108, 31-109, and 31-4 

3 Prior to such distribution, a authorized 
capital stock of Central Distributing Company, 
consisting of 100 shares of common stock, 
without nominal or par value, was increased 
to 807,367 shares (equaling in number the 
outstanding shares of common stock of Pan- 
handle Eastern), each with a par value of 
42 cents. Thereupon Central Distributing 
Company issued to Panhandle Eastern its 807,- 
367 shares of common stock in exchange for 
$250,000 of its 6 per cent demand notes, 
$25,000 of its open account indebtedness, and 
100 shares of its original common stock (stat- 
ed on its books at $59,000.43) and $5,093.71 
in cash. 

4On December 4, 1940, an independent en- 
gineer estimated the value of the underlying 
properties of Central Distributing Company 
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at a minimum of $302,000 and a maximum of 
$339,000. 

5 Mokan and certain individual stockholders, 
on or about March 1, 1941, sold to Columbia § 
Oil all their holdings of common stock of 
Central Distributing Company at a price of 


20 cents per share. Thereafter, on March 20, 
1941, Columbia Oil sold to a nonaffiliated pur- 
chaser the shares it bought and the shares 
it received as a dividend at a price of 2 
cents per share. The prices received in these 
sales furnished the basis: for the compromise 
figure of 25 cents. 

6 In the resolution declaring these dividends, 
the board of directors stated that the dividend 
paid on January 25, 1941 in shares of Central 
Distributing Company would in no way be 
affected but that the new basis of computation 
had been assumed solely for the purpose of 
making the declarations with respect to the 
above participating dividend. 
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RE PANHANDLE EASTERN PIPE LINE CO. 


figure used as the basis in computing 
ihe participating dividend in question 
aud that such alteration will not ad- 
yersely affect the minority public hold- 
es of common stock but, rather, will 
inure to their benefit. It is also noted 
that at the time of the dividend dis- 
tribution of the securities of Central 
Distributing Company there existed 
no quoted market value for such secu- 
ities and that the compromise figure 
approximates the average of the prices 
received in the sales and purchases 
thereof prior to the declaration of the 
participating dividend. The record 
contains an opinion of counsel to the 
efect that no state Commission or 
state securities commission has juris- 
diction over the acts in question. 
Therefore, the requirements of sub- 
section 7(g) of the act appear to be 
satisfied, and we deem it unnecessary 
under the circumstances here involved 
to make adverse findings with respect 
to the matters set forth under § 7(e) 
of the act. Accordingly, an appro- 
priate order will issue permitting the 
declaration to become effective. 


ORDER 


Panhandle Eastern Pipe Line Com- 
pany, a subsidiary of both Columbia 


Gas & Electric Corporation, a regis- 
tered holding company, and Columbia 
Oil & Gasoline Corporation, which is 
also a subsidiary company of Colum- 
bia Gas & Electric Corporation, hav- 
ing filed a declaration pursuant to 
§§ 6(a). and 7 of the Public Utility 
Holding Company Act of 1935 re- 
garding a proposal to alter the rights 
of the holder of its Class A preferred 
stock (wholly owned beneficially by 
Columbia Oil & Gasoline Corpora- 
tion) with respect to the declaration 
during the year 1941 and payment of 
a participating dividend, arising from 
a change in the basis on which such 
participating dividend will be com- 
puted, on which altered basis the ag- 
gregate amount of such participating 
dividend will be $201,841.75 instead 
of $247,592.55, otherwise payable ; 

A hearing with respect to the issues 
raised by the declaration having been 
duly had after appropriate notice, and 
the Commission having examined the 
record and made and filed its findings 
and opinion therein; 

It is ordered that, subject to the 
terms and conditions prescribed in 
Rule U—24 promulgated under the act, 
the aforesaid declaration be and the 
same hereby is permitted to become ef- 
fective forthwith. 





SECURITIES AND EXCHANGE COMMISSION 


Re Maine Seaboard Paper Company et al. 


[File No. 70-472, Release No. 3294.] 


Security issues, § 13.2 — Exemption under Holding Company Act. 
1. An industrial subsidiary of a registered holding company is entitled to 
an exemption pursuant to § 6(b) of the Holding Company Act, 15 USCA 
§ 79f(b), for the issuance of securities for the purpose of financing the 
purchase of a steamship to be used in the company’s business, p. 125. 
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Consolidation, merger, and sale, § 18 — Acquisition by subsidiary — Effect o 


holding company system. 


2. Approval of the acquisition by one industrial subsidiary of a registere 
holding company from another such subsidiary of its securities and acqui 
sition by the latter subsidiary of a steamship may be approved pursuant t 
§ 10 of the Holding Company Act, 15 USCA § 79j, although under cer 
tain circumstances the Commission might look with disfavor upon a sub 
stantial expansion of the activities of nonutility subsidiaries, where th 
registered holding company has filed a plan of reorganization contain 
ing as one of its provisions a divorcement of industrial subsidiaries an( 
the approval of the transactions would not impair the Commission’s power; 
and duties under § 11 of the act, 15 USCA § 79k, p. 125. 


[January 26, 1942.] 


J 


OINT APPLICATION by nonutility subsidiaries of a registered 
holding company for approval of acquisition of a steamship 


and acquisition by one of the companies of the securities of 
another, and application for exemption of security issues 
pursuant to § 6(b) of the Holding Company Act; granted. 


APPEARANCES: E. N. Maxcy, for 
applicants; Harlow B. Lester and Ed- 
ward F. McCabe, for the Public Util- 
ities Division of the Commission. 


By the Commission: This matter 
involves the joint applications of Maine 
Seaboard Paper Company (“Sea- 
board”) and the Wright Company 
(“Wright”), two nonutility subsid- 
iaries of New England Public Serv- 
ice Company, a registered holding 
company. 

Seaboard, a Maine corporation, is a 
manufacturer of paper, principally 
newsprint, and owns and operates a 
paper mill at Bucksport, Maine. 
Wright, a Delaware corporation, acts 
as sales agent and distributor for Sea- 
board and maintains its principal office 
in New York city. 

Wright now proposes to acquire the 
S. S. Malang, a steamship of approxi- 
mately 3,354 tons gross for $350,000 
from the estate of Clifford D. Mal- 
lory. The S. S. Malang has been 
chartered by Seaboard since 1930 and 
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has been used to transport newsprint 
manufactured by that company from 
its plant at Bucksport, Maine, to vari 
ous points of delivery including Bos} 


ton, New York, and Baltimore. 


In order to finance the purchase .~ 


Wright proposes to issue and sell 1, 
750 shares of common stock, having 
a par value of $100 per share, at the 
aggregate par value thereof and its 
$175,000 4 per cent one-year note toj 
Seaboard. The note will be secured 
by a first preferred ship mortgage on 
the S. S. Malang. 

It is estimated that there will be a 
substantial saving in the cost of trans- 
porting the paper by the purchase of 
the S. S. Malang as contrasted with 
the previous charter arrangement. 
The interior of the ship has been spe- 
cially constructed for the transporta- 
tion of newsprint. Inasmuch as sales 
from Seaboard to Wright are made 
f.o.b. Bucksport, Wright takes title to 
the paper there, will be carrying its 
own merchandise only, and will not 
become a common carrier. 


124 





RE MAINE SEABOARD PAPER CO. 


[1] With respect to the issue and 
sale of its common stock and its note, 
Wright is entitled to an exemption 
from the provisions of § 6 (a) of the 
act, 15 USCA § 79f (a) pursuant to 
the last clause of the third sentence 
am of § 6 (b) since the issuance of such 
securities are solely for the purpose of 
financing its business and since Wright 
js not a holding company, a public 
utility company, an investment com- 
pany, or a fiscal or financing agency of 
a holding company, a public utility 
@company, or an investment company. 
[2] The acquisition of the stock 
Mand note of Wright by Seaboard is 
subject to § 10 of the act, 15 USCA 
§79j. Likewise the acquisition of the 
S. S. Malang may be deemed to be 
the acquisition of an interest in an- 
other business and likewise subject 
to the same section. We observe no 
basis for making adverse findings in 
respect to any of the matters set forth 
min § 10 (b). The question remains 
whether these acquisitions will be det- 
timental to the carrying out of the 
provisions of § 11, 15 USCA § 79k, 
so as to run counter to the provisions 
of § 10 (c) (1). Under certain cir- 
cumstances we might look with dis- 
favor upon a substantial expansion of 
the activities of nonutility subsidiaries 
of a registered holding company. In 
the case of the New England Public 
Service Company holding company 
system we have already instituted pro- 
ceedings pursuant to § 11 (b) (2) of 
the act, Re Northern New England 
Co. Holding Company Act Release 
No. 2291. Ibid (1941) Holding 
Company Act Release No. 2464, 8 
SEC 419, 37 PUR(NS) 11; (1941) 
Holding Company Act Release No. 
2737, 9 SEC On December 
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6, 1941, New England Public Serv- 
ice Company filed a plan of reorgan- 
ization which contains as one of its 
provisions a divorcement from New 
England Public Service Company of 
its industrial subsidiaries. No hear- 
ings have been held on this plan and 
no action has been taken by the Com- 
mission with respect thereto. It is 
quite possible that this plan or some 
other plan will result in such a divorce- 
ment. Moreover, the Commission 
may in appropriate proceedings under 
§ 11 (b) (1) of the act require the 
divestment of nonutility enterprises 
which are not reasonably incidental or 
economically necessary or appropriate 
to the operations of an integrated pub- 
lic utility system. We made no deci- 
sion on this point. The approval of 
the transactions now before us does 
not impair our powers and duties un- 
der § 11 of the act. 
An appropriate order will issue. 


ORDER 


Maine Seaboard Paper Company 
and The Wright Company, subsidiary 
companies of New England Public 
Service Company, a registered hold- 
ing company, having filed applications 
pursuant to §§ 6 (b) and 10 of the 
Public Utility Holding Company Act 
of 1935 regarding the acquisition by 
The Wright Company of the S. S. 
Malang, regarding the issuance and 
sale by The Wright Company to Maine 
Seaboard Paper Company of 1750 
shares of common stock, having a par 
value of $100 per share, at the aggre- 
gate par value of such stock and its 
$175,000 one year promissory note, 
and regarding the acquisition of such 
securities by Maine Seaboard Paper 
Company : 
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It is ordered that said applications 
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subject to the terms and conditions of 
be and the same hereby are granted Rule U-24. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Pennsylvania Public Utility Commission 


Philadelphia Pisewic Company 


[Complaint Docket No. 13281.] 


Service, § 170 — Resale of electricity — Submetering rule. 
No basis was found for further revision of a rule relating to resale of 
current where a former rule prohibiting resale without the consent of the 
company was superseded by a rule permitting a customer to resell energy 
purchased from the company under a single contract at one application 
of an available rate when the purchased energy is the exclusive source 
of the customer’s supply, is for the total requirements of the premises 
served, and the location and use of the resold energy conforms to the avail- 
ability requirements of the tariff for supply to a customer for his own 


account. 


(BucHANAN and BEAMISH, Commissioners, dissent in separate opinions.) 
[January 19, 1942.] 
NVESTIGATION and examination of propriety of submetering 
and remetering of electric current; proceedings terminated 
after revision of resale rule. 


I 


By the Commission: This pro- 
ceeding was instituted under § 1008 
of the Public Utility Law for the pur- 
pose of investigation and examination 
of the propriety of submetering and 
remetering of electric current as per- 
mitted by the Philadelphia Electric 
Company. The situation principally 
concerns resale of current by landlords 
to their office building or other tenants 
although many other kinds of resale 
and remetering arrangements are in- 
volved. An appearance was entered 
on behalf of the Philadelphia Housing 
Authority, and the Building Owners’ 
and Managers’ Association of Phila- 
delphia was permitted to intervene as 
42 PUR(NS) 
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a party respondent. No consumer ap- 
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peared or criticized the existing situa- 
tion or practices. Briefs have bee 


Reg 


filed, and the matter is before us forgse c 


disposition. 


ther 


The rule of respondent relating togtion 
resale of current involved in this casegly s 
is Rule 13.1 of Tariff Electric Pajjing, 
P.U.C. No. 17, which reads as folgTari 


lows: 

“All purchased electric service 0 
the premises of the customer shall ba 
supplied exclusively by the company 
and the customer shall not, directly of 
indirectly, sell, sublet, assign, or other 


Sept 
ing 

3.1 
of § 
ener 
unde 
tion 


— 





wise dispose of the electric service, of 
any part thereof, without the consent 


chas 





ions offof the company. This rule does not 
apply to a public utility company pur- 
chasing service in bulk expressly for 
the purpose of distributing it to oth- 
ers.” 

Although the rule in terms requires 
precedent permission, respondent has 
never specifically given or refused con- 
sent for remetering or resale. Re- 
spondent does not even know the ex- 
tent of remetering among its custom- 
ers. The record indicates that, prior 
to connection of service and occasion- 
ally thereafter, investigations are made 
sale offof the premises of each customer to 
of thelldetermine the service conditions. If 
Pie respondent is satisfied that the condi- 
sourceftions indicate a single consumer unit, 
remisesservice is made available through a 
e avail-™single meter. No consideration is giv- 
is ownllen to the disposition of the energy aft- 
er it passes through the meter, except 
as such disposition may affect the char- 
acter of the consumer unit, as single or 
otherwise. 


The above outline of respondent’s 
practice was not set forth in its tariff 
and thus was neither available to a 
ner ap-gprospective consumer nor subject to 
 situa-geffective control by the Commission. 
e been Regardless of the reasonableness per 
us forgse of the tariff rule or the practice 

thereunder, clarification and amplifica- 
ing togtion was clearly necessary. Apparent- 
is casegly stimulated by the instant proceed- 
ic Pajling, respondent has incorporated in its 
as folagTariff Pa. P.U.C. No. 18, effective 
September 1, 1941, a new rule cover- 
ice onging resale of service designated Rule 
hall beg!3.1 which reads as follows: Resale 
npanygof Service. “A customer may resell 
ctly omenergy purchased from the company 
otherqunder a single contract at one applica- 
ice, omgtion of an available rate when the pur- 
onsentgchased energy is the exclusive source 
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of the customer’s supply, is for the 
total requirements of the premises 
served, and the location and use of the 
resold energy conforms to the avail- 
ability requirements of this tariff for 
supply to customer for his own ac- 
count.”” This revised rule read with 
Rule 2.3 covering single-point avail- 
ability, embodies a clear statement of 
the requirements of respondent with 
relation to resale of energy, and we 
find nothing in the present record ne- 
cessitating further revision. 

This proceeding could be terminated 
without further discussion. However, 
we deem it appropriate to state that 
we have considered the advisability of 
a rule absolutely prohibiting remeter- 
ing or resale of current. The so-called 
“practical” difficulties envisaged by 
respondent as resulting from such a 
rule do not require detailed comment, 
but it may be observed that some 
predictions could not reasonably be ex- 
pected to eventuate and the fulfilment 
of others might well produce compen- 
sating benefits. Also, we have no 
doubt of our jurisdiction to consider 
the reasonableness and justness of any 
tariff rule and the practice thereunder, 
and to take appropriate corrective ac- 
tion if the rule appears unreasonable 
or its application unjust: Hickey v. 
Philadelphia Electric Co. (1936) 122 
Pa Super Ct 213, 220, 14 PUR(NS) 
349, 184 Atl 553. Aside from “prac- 
tical” considerations and technical ob- 
jections to jurisdiction and procedure, 
our decision not to require prohibition 
of remetering or resale turns upon our 
conclusion that the record does not 
show such a requirement to be neces- 
sary at this time for public protection ; 
therefore, 

Now, to wit, January 19, 1942, it is 
42 PUR(NS) 
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ordered: ‘That the instant proceeding 
be and is hereby terminated. 


Commissioners Buchanan and 


Beamish file dissenting opinions. 


BUCHANAN, Commissioner, dis- 
senting: This action is based upon 
Rule 13.1 of Tariff Electric Pa. P.U.C. 
No. 17 of the respondent company. 
In effect, the contention of the Com- 
mission was that this rule was actually 
a rate-making rule and placed in the 
hands of the Philadelphia Electric 
Company a rate-making function 
which by law vested solely in the 
Commission. 

Effective September 1, 1941, re- 
spondent promulgated a new rule 
designated Rule 13.1 Tariff Pa. 
P.U.C. No. 18, which modifies to some 
degree the objectionable feature of the 
original rule but still retains in the 
tariff a price-fixing or rate-making 
function which violates the Public 
Utility Law and assumes to respondent 
a discretion derogatory to the author- 
ity of this Commission and discrimina- 
tory between customers of the Phila- 
delphia Electric. 

This case should not be closed but 
should be carried to a conclusion so 
that a very doubtful situation may be 
resolved into a decision. In effect, 
what the majority is doing in this case 
is to say that a new rule which con- 
tinues the objectionable features of 
the first rule is legal, whereas the basis 
of the complaint was that the original 
rule was illegal. 

The effect of the present action is 
that the Commission has closed a case 
which the Commission instituted on its 
own initiative while the reason which 
motivated the Commission’saction still 
persists. 

42 PUR(NS) 
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BEAMISH, Commissioner, dissent 
ing: I strongly dissent from the ma 
jority opinion in this case. Either thi 
Commission has the right to inquire 
into and to fix rates of electricity sold 
directly to consumers or it has not that 
right. 

When the Philadelphia Electric 
Company sells to a landlord and the 
landlord resells to a tenant at a profi 
to the landlord, the landlord in my 
opinion becomes a public utility and 
has no right to extort a profit for such 
sale. Neither does the Philadelphia 
Electric Company have the right b 
any devious reason or any device what 
ever to make such a sale to a landlord 
for a profitable resale by the landlord 
of such current. 


The reasoning of the majority in 
refusing to pass upon and to condemn 
such illegal resales places the majorit 
in the ranks of the Ancient Order o 
Hairsplitters. By its reasoning and 
its action the majority opinion make 
it possible for electric companies, act 
ing in concert with landlords, to set 
up in Pennsylvania an illegal merchan 
dising of electric current in Pennsyl 
vania. The evasive report and orde 
setting forth the majority’s “decision 
not to require prohibition of remeter 
ing or resale” carries with it an ap- 
proval of the company’s contention 
that it shall be the sole judge of its 
right to make such resales. 

I contend that the prohibition of re- 
sales of electrical current involving a 
profit to landlords is a requirement 
that is necessary for public protection. 

I protest with all the vigor at my 
command against such a surrender of 
the Commission’s rights and powers 
to the Philadelphia Electric Company. 
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— KUHLMAN ELECTRIC COMPANY ¢ BAY Ciit, Mit HiGAN - 





























@. How do Saf-T-Kuhls save floor space? Q. Is it true that plant engineers like Saf-T-Kuhls? 

Ai. They may be installed at the load center—even on A. Yes. They eliminate expensive vaults, save floor 
beams up near the ceiling. This saving of floor space, improve voltage regulation and avoid much 
space is very important, especially today in already of the expense of secondary copper. Write today 
crowded manufacturing plants. for further facts. 


In addition to Saf-T-Kuhl Transformers, Kuhl- 
man builds a complete line of Distribution, 
power, CSP, and Dry Type transformers and 
line regulators. It will pay you to get the facts 
about these units which are the result of 
Kuhlman’s fifty years experience in the build- 
ing of efficient transformers. 








KUHLMAN SAF-T-KUHL TRANSFORMERS 


@. Where are Kuhlman Saf-T-Kuhl Transformers Best Q. Why are expensive vaults eliminated by Kuhlman 
Used? Saf-T-Kuhl Transformers? 

A. In manufacturing plants. A plant wishing to mod- A. Kuhlman Saf-T-Kuh! Transformers are filled with a 
ernize or expand will often find it less expensive to non-inflammable, non-explosive, inert cooling fluid 
divide existing electrical circuits into several sec- and are thus 100% safe. They may be installed at 
tions and instal] a Kuhlman Saf-T-Kuhl transformer strategic or convenient points in a plant with utmost 
at the load center of each section. safety. 
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MECHANIZED WAR? 


O. K.! 


Machines are our dish! 


FE OUR MILLION MEN in uniform 

/don’t make an Army. Not until you 
add the forty million men who make 
the guns, the warships, the tanks, the 
planes—even the uniforms. Indeed not 
until you again add to these, the men 
who make the machines that make 
the machines that make the guns. 


You can’t build battleships or bombers, 
tanks or machine guns without machine 
tools. For machine tools not only make 
weapons. They’re necessary in building all 
the other tools that make weapons. From 
monsters like steam hammers, cranes, 
forges, presses, down to midgets like 
needles and hair springs. 


So, American tool makers promptly 
_ shouldered their job. They expanded plants. 
They devised new short cuts. They rapidly 
trained new men. They invented mass pro- 
duction methods hitherto considered im- 
possible. 


The Van Norman Machine Tool Com- 
pany went from $100,000 a month and 350 
workers in 1939 to $1,000,000 and 2,000 
workers this month. The King Company 
doubled its capacity. Norton Engineers 
have established an all time record turning 
out machines at five times normal capacity. 

But no matter how willing tool makers 


were, they needed help from the rest of 
industry. And here’s how they got it. 


Boston Wire Stitcher Company adapted 
its equipment for Anti-Aircraft gun parts. 
The American Can Company is producing 
parts and sub assemblies; Mohawk Carpet 
Mills is turning out certain types of machine 
tools—the list is endless. That’s how Amer- 
ican industry operates under the free enter- 
prise system. 


If the dictators live long enough to look 
back they’ll call it another American indus- 
trial miracle. 


They called the play. They made it a 
mechanized war. All right, we’ll mechanize 
it from hell to breakfast, we’ll make it a 
flush-riveted, double-chocolate, turbo-super- 
charged one. It’s our special dish. 


There are more cars in Brooklyn than in 
Germany. There are more in California 
than in all the aggressor countries put 
together. Nationally speaking, that’s only 
another way of saying that some 75,000,000 
or 80,000,000 folks in this country are 
habituated to bossing horse-power around, 
usually at speeds above the legal limit. 


There’s a cue for big-time, all-out strategy 
in that. 


* 
This message is published by 


NATION’S BUSINESS 


It is the 61st of a series contributed toward a better 
understanding of the American system of free enterprise. 





Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Equipment Notes 

Dynamometer Aids Wire Maintenance 

A combination shunt-traction dynamometer 
for utility use to accurately determine the 
pound pull on power, transmission and guy 
strand has been developed by W. C. Dillon & 
Company, Inc., Chicago. 

The new dynamometer enables the utility 
engineer to know exactly the amount of ten- 


Keeps Wire at Proper Tension 


sion being put upon wires when they are in- 
stalled and afterward during maintenance. The 
dynamometer may be used separately or with 
other apparatus and in any position without 
affecting the accuracy of recording. Ordinary 
workmen without engineering knowledge can 
quickly place power transmission, cable mes- 
senger, and guy strand at the proper tension 
and sag. 


G-E Watthour-Meter Tester 

The General Electric Company announces 
an improved photoelectric watthour-meter 
tester featuring a new electric circuit which 
requires no adjustment and remains unaffected 


by normal room lighting or by stray light 
falling on the phototube. The unit’s “electric 
eye” makes the testing completely automatic 
and allows the operator more time for other 
useful work. 


Multi-Point pH Recorder 
Gives Single-Chart Record 

Simultaneous records of pH at separate and 
independent points in a fluid-flow system can 
be utilized to provide a continuous “before 
and after” picture of pH that enables the 
operator to continuously see the effectiveness 
of the process or treatment in use, and ac- 
cordingly, guides him to attain best results. 

According to an announcement by Cam- 
bridge Instrument Company, Inc., New York, 
developers of a new multi-point pH recorder, 
an actual record from the condensate system 
of a large utility generating plant shows that 
such guidance has helped to solve the im- 
portant problem of turbine blade deposits. 

The first application of the new multi-point 
pH recorder was made in the power plant 
field where corrosion of boiler systems is 
largely influenced by the pH of the feedwater. 
Continuous records from the instrument have 
proved so useful that operators of the original 
installation have already put additional units 
to work. 


Supervised Boiler Water Conditioning 


Water Treatment Company of America, 
Pittsburgh, Pa., producers of Baerite Organic 
Formulas: announce a new, completely super- 
vised system of boiler water conditioning 
known as the Technical Water Conditioning 
System. 

The Technical System combines the ad- 
vantages of complete supervision and analyt- 
ical servicing of boiler, feed line, condensers, 
etc., plus a simplified natural water correction 
utilizing individualized Baerite Organic For- 
mulas especially developed from analysis of 
water samples and boiler or water system 
conditions. 

These specific formulas are individual vari- 
ations of the standard Baerite Organic For- 








BLACKOUTS and other WAR MEASURES 
DEMAND PROTECTIVE LIGHTING 


WHEAT 


Rechargeable Spotlight 


KOEHLER MFG. CO. Marlboro, Mass. 


Battery Life 
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AMERICAN 


Public Utilities Equip- 
ment for Motor Vehicles 
Includes 


Line Construction Bodies 
Maintenance Bodies 
General Service Bodies 
Meter Bodies 
Street Light Patrol Bodies 
Pole Trailers 
Cable Splicing Trailers 
Power Take-Offs 
Pole Derricks 


Reels and Associated 
Accessories 











AMERICAN 





7-MAN CREW COMPARTMENT 
IS COMFORTABLE AND SAFE 


You increase the efficiency of your linemen, improve 
their morale, and assure their safety by providing 
for their comfort with this seven-man crew compart- 
ment. Built integral with the body, it accommodates 
the crew without unduly encroaching on the space for 
carrying materials. Noteworthy features are large 
drop-windows in sides for ample ventilation in sum- 
mer; bus-type door; emergency door in back parti- 
tion; insulated roof; well-upholstered lazyback seats 
with tubular frames, and many other superior points. 
Send for illustrated bulletin. 


THE AMERICAN COACH & BODY CO. 
WOODLAND AVE. AT E 93d ST., CLEVELAND, OHIO 





LINE CONSTRUCTION BODIES 
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mulas previously marketed by the company. 
Formula variations developed to exactly fit 
the needs of each user are assigned a special 
identifying number, just as prescriptions are 
handled, and are only supplied to the original 
user except where water conditions are ex- 
actly duplicated. Regular, scheduled boiler 
and water inspections and recommendations 
by company experts are a valuable part of 
the service. 

Chief advantage of the new system over 
other methods is the ease and moderate cost 
of application which reduces the staff required 
to administer water conditioning materials in 
the plant. 


Adds Tri-Clad Motors 

Three new motors—a vertical general-pur- 
pose polyphase motor, a vertical shielded poly- 
phase motor (1 to 20 hp) and a vertical 
shielded single-phase motor (1 to 5 hp)— 
have been added to the General Electric Tri- 
Clad family. The shielded-type motors are 
especially suited to pumping applications, and 
the general-purpose motor is suitable for use 
in the machine tool industry as well as for 
agitators, mixers, and similar applications. 


Meta-Fold Blackout Awning 

A practical answer to the blackout problem 
for industrial, commercial and_ residential 
buildings is seen in the introduction of the 
“Meta-Fold,” metal, blackout awnings, de- 
signed and manufactured by the Acklin Stamp- 
ing Company, Toledo, Ohio. 

According to the manufacturer these sturdily 
constructed metal awnings, which are installed 
on the exterior of the building, are operated 
as simply as the old-time roll top desk. For 
sunlight protection, the metal awning can be 
lowered half-way. For complete blackout, the 
awning is fully lowered. 


New Blackout Street Light 

A blackout street light, which produces light 
equivalent to that from the flame of a single 
candle, has been developed in General Elec- 
tric’s illuminating laboratory at Schenectady 
for use during possible air raids or other emer- 
gencies when the regular street and highway 
lights must be put out. 

The entire luminaire is painted black. In it 
is mounted a 10-watt incandescent lamp so con- 
cealed that the only illumination visible is 
through a narrow, circular piece of plastic 
around the side. This light cannot reach the 
eyes of aviators above because of a projecting 
black canopy at the top. 


DICKE TOOL CO., Ine. 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 














K-M Electric Table Baker 


_The K-M electric baker, a time-saving 
dining-table cooking appliance is announced 
by Knapp-Monarch Co., St. Louis, Mo. The 
new appliance is versatile enough to perform 
several baking tasks with speed and delicious 
results. Biscuit-baking with this appliance is 
as easy as making waffles or toast. It bakes 
eight large-size biscuits or twelve smaller ones 
in eight to ten minutes. 

A convenient heat indicator on the oven 
door gives baking temperature. Furnished 
with biscuit cutter, spatula, and Underwriters’ 
labeled cord. Listed by Underwriters’ Labora- 
tories, Inc.; a.c. and d.c., 500 watts, 115 volts; 
price, $14.95. 


¥ 


Manufacturers’ Notes 


Pa. Transformer Appoints 
New Sales Representatives 

Pennsylvania Transformer Company, Pitts- 
burgh, Pa., announces the appointment of the 
following sales representatives: for Alabama 
—Associated Engineers, Birmingham, Ala.; 
for Oklahoma and Texas—R. D. Cope and 
Co., Dallas, Texas; for Ohio—W. Porter 
Jones, Cleveland, O.; for Kansas—J. E. Mur- 
ray and Co., Kansas City, Mo., and Wichita, 
Kan.; for Arkansas, Louisiana and Mississippi 
—Williamson Sales Co., Shreveport, La. 


Recent G-E Appointments 

T. F. Barton of New York and W. B. 
Clayton of Dallas, Texas, have been elected 
commercial vice presidents of the General Elec- 
tric Company, it was announced recently by 
President Charles E. Wilson. Both have been 
district managers in their respective territories 
and will continue as such. 

Schulte, assistant to Schenectady 
works manager J. M. Howell of the General 
Electric Company, has been appointed assist- 
ant to the vice president in charge of apparatus 
manufacturing. 

Appointments of Harold M. Towne as man- 
ager of sales for lightning arresters and fuse 
cutouts, and Max I. Alimansky as manager 
of sales for capacitors, are announced by L, 
R. Brown, manager of the transportation di- 
vision of the central station department. 


Elliott Personnel Changes 

Elliott Company, Jeannette, Pa., announces 
recent appointments and changes in personnel 
which include the following: 

J. E. Niederhauser has been appointed per- 
sonnel director of the company and will func- 
tion in the employment and training of new 
men, and in safety and first-aid work. 

J. F. Brisse, formerly with the Hudson 
Motor Car Company for 23 years in. produc- 
tion and planning work, is now production 
manager, reporting to the vice-president in 
charge of operations. 

H. L. Dinsmore has 


been appointed chief 
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industrial engineer, reporting to the vice-pres- 
ident in charge of operations. Mr. Dinsmore 
comes from the firm of consulting engineers, 
Coverdale and Colpitts of New York. 
Hutchins, who has been electrical 
engineer for 14 years, has been appointed ex- 
ecutive engineer of the Ridgeway Works, in 
charge of all product engineering with the 
exception of Naval engineering. I. S. Nippes 
continues as manager of the Naval department. 
E. F. Baker, who has been in the Elliott 
Company accounting department at Jeannette 
since 1927, has been appointed general ac- 
countant of the company. 


Edwin H. Brown Elected 
by Allis-Chalmers 


Edwin H. Brown has been elected a vice 
president of the Allis-Chalmers Manufactur- 
ing Co., in charge of engineering and develop- 
ment. 

For the past seven years, Mr. Brown has 
been manager and chief engineer of the engine 
and condenser department which is now in 
charge of M. L. Carson, sales engineer. 


Goodrich Appoints Cable Specialist 

George A. Fowles has been appointed a sales 
engineer in the synthetic sales division of The 
B. F. Goodrich Company, specializing in cable 
and wire insulation problems. 

Formerly with Anaconda Wire and Cable 
Co., Mr. Fowles served as an engineer with 
Jackson & Moreland in appraisals of various 
utility systems and was instrumental in de- 
veloping a new system of depreciation which is 
widely used. Among the companies with which 
he was associated in this work were the Phila- 
delphia Electric Company, Pennsylvania Power 
& Light Company, Florida Power and Light 
Company, Suburban Gas and Electric Com- 
pany, and the Kansas Gas and Electric Com- 
pany. 


G-E Appliance Advertising 

In line with General Electric’s current theme 
(How to get the most out of the appliances 
you now own) proofs of three multiple ap- 
pliance advertisements scheduled to appear in 
national magazines during April and May, 
have been released by Glenn Gundell, in charge 
of advertising for the appliance and merchan- 
dise department, Bridgeport, Conn. 

Headlines in the advertisements are: “Time- 
ly Tips,” “Put Your Electric Refrigerator On 
War Duty Too!,” and “How To Squeeze 
Extra Hours Out of the Day ... and Extra 





70 MASTER-LIGHTS 
® Electric Portable Hand Lights. 
@ Repair Car Spot and Searchlights. 
@ Emergency (Battery) Floodlights. 


CARPENTER MFG. CO. 


179 Sidney St., Cambrid _ 


MASTER-LIGHT M 








Dimes Out of the Budget with the Electric 
Appliances you Now Have!” 

A small panel in each of the ads offers $5 
in defense stamps for each helpful hint ac- 
cepted and published . the tips to be sug- 
gestions from housewives on how to save ex- 
tra pennies and minutes with electric appli- 
ances. 

Each ad also carries a line offering to house- 
wives at 3 cents per copy the nutrition book- 
let “How To Get the Most Out of the Foods 
You Buy.” The booklet was prepared by Gen- 
eral Electric in the interest of the national 
nutrition program, 


T. T. Arden Appointed to 
Grayson Heat Control 

Appointment of T. T. Arden, as vice presi- 
dent and general manager of Grayson Heat 
Control, Ltd., Lynwood, Calif., a division of 
the Robertshaw Thermostat Company, largely 
engaged in defense activities, is announced by 
John A. Robertshaw, president of the parent 
company. 

Shortly after the acquisition of the Ameri- 
can Thermometer Company by the Robert- 
shaw Thermostat Company, Mr. Arden was 
made sales manager of both companies, and 
he also supervised the sales of Grayson Heat 
Control, Ltd. 

A large part of the Grayson plant’s facilities 
have been converted to munitions manufacture, 
in addition to its production of thermostats, 
time controls, and safety pilots for civilian and 
defense needs. 


R. F. Hartenstein Joins Hygrade 

R. F. Hartenstein, formerly director of light- 
ing of the Ohio Edison Company, Akron, Ohio, 
has become associated with the Hygrade Syl- 
vania Corporation as a special representative. 

Mr. Hartenstein will spend the major part 
of his time contacting the commercial depart- 
ments of the various utilities throughout the 
United States. For the time being Mr. Harten- 
stein will make his headquarters at the New 
York Office of the Hygrade Sylvania Corpora- 
tion, 500 Fifth Avenue. 


Standard Gas Equipment at Baltimore 

Standard Gas Equipment Corp., New York, 
announces that its general sales and advertis- 
ing offices are now located at Bayard and 
Hamburg Sts., Baltimore, Maryland. New 
York regional sales offices and display rooms 
will be continued at the New York address, 
18 East 41st St. 

No changes in executive personnel are being 
made. 


Copper Shortage? 

Thirty-seven pounds of copper in the form 
of 6,000 pennies were turned in for Defense 
Bonds by an employee of the Kellogg-Switch- 
board and Supply Company. The pennies repre- 
sent an education fund started 18 months ago 
by John Oscar. 

By converting the pennies to bonds at this 
time, Mr. Oscar receives credit in the Kellogg 
company’s Defense Bond payroll allotment 
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ectric 
rs $5 RETAINING the fundamental and highly 
gions desirable principle of straight-line 
sug- movement, Pennsylvania introduces 
e ex- valuable improvements in its tap changer 
appli- for Power Transformers. This new tap 
changer with its silver-to-silver contacts is 
7 capable of carrying heavy overloads 
foods 4 without overheating, and is able to 
Gen- introduces a new withstand ‘dead’ short circuits without 


ional detrimental effects. Tests have been 
made to fully prove these characteristics. 


STRAIGHT-LINE This development is evidence of 


Pennsylvania's continuous research to 


resi- provide the utmost in transformer life 
Heat and reliability — a research increasingly 
oe: / important to Industry’s Victory Program. 


ad by 
arent 


. for Power Transformers 
Ate 
Heat 


ilities 
cture, 
stats, 
n and 


light- 
Ohio, 
» Syl- 
ative. 
’ part 
part- 
it the 


York, 
rertis- 
1 and 


ow it operates 


; New insulating shaft (1) carries on its end a steel gear, 
OOMS Bch is hidden from view. This gear engages a 
dress, Mibium plated steel rack (2). The rack carries two 
Hdjusting and self-aligning steel springs (3). On 
being tnd of each spring is mounted a copper jaw with 
rinlays (4). The pressure of the spring is transmitted 
¢ movable jaws which make contact by bearing 


ast silver rivets (5) imbedded in stationary copper A | 
(6). The transformer leads are bolted on to the Life-Tested ! 
form nary jaws. Top-chonger subjected to 
efense Me vpporting frame (7) is fabricated of insulating Cuuia aut marau 
witch- fg! of great mechanical and electrical strength occur during normol life of o 
repre- tostatic Shields (8) are provided on high voltage Transformer! 
1s ago thangers to eliminate corone 
The << jaw, actuated be rack and a 
: sear, travels in a straight line. No lost motion 
1S : , 
Sa ns waters TRANSFORMER COMPANY 


tment 808 RIDGE AVENUE, ¢ N. S., PITTSBURGH, PA. 
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Manufacturers’ Notes (Cont'd) 


plan, that is based on a competitive “War 
Games” program. 

As of March first, the employees of the 
Kellogg Switchboard and Supply Company 
had subscribed for $72,000 worth of bonds. 


Chicago Office for Copperweld 


Copperweld Steel Company, Glassport, Pa., 
recently opened its own Chicago district office 
at 122 South Michigan Ave., Chicago. W. W. 
Ege, who becomes western sales manager, will 
supervise the Chicago district. 


¥ 


Catalogs and Bulletins 


Wheelco Issues Defense Bulletin 


“Priorities and Pyrometers” is the title of 
Defense Bulletin No. 1 recently issued by 
Wheelco Instruments Co., Chicago. 

This bulletin is intended to explain, to all 
users of temperature measuring and control 
instruments, how the National Defense Pro- 
gram affects these instruments, their purchase, 
use, maintenance, and the replacements neces- 
sary. 

The information given points out the present 
scarcity of various materials and lists other 
materials which can be used as substitutes. 
The properties of the original materials and 
the substitute materials are compared. 

Recommendations are also given on main- 
taining present equipment so that it will oper- 
ate with maximum efficiency and give unin- 
terrupted service. 


New Publications Issued by Elliott Co. 


The following new publications have been 
issued by the Elliott Co., Jeannette, Pa.: 

Bulletin H-13. Types AY and BY mechani- 
cal drive turbines. Four pages. This bulletin 
brings up to date the detailed descriptive in- 
formation on the two smallest frame sizes of 
Elliott mechanical drive turbines. 

Bulletin Y-10. Cleaners for small tubes. 
Four pages. This bulletin describes various 
tube cleaner equipment for the cleaning of 
small tubes in condensers, heaters, heat ex- 
changers, heat evaporators, etc., including the 
direct-drive “condenser cleaner,” the two- 
speed geared air- or steam-driven cleaner, and 
two sizes of electric motor cleaners. Mention 
is also made of small tube cleaners which 
enter the tube and of the Jiffy Gun for shoot- 
ing rubber plugs through small tubes. 

Bulletin A-7. Twin strainers. Twenty-four 
pages. This bulletin brings up to date the de- 
scriptive information on the various types of 
twin strainers which have been on the market 
for many years. The bulletin is fully descrip- 
tive with photographs, line cuts, tables of 
dimensions, etc. Single strainers are also 
covered, 


Application of Induction Motors to Power 
Station Auxiliaries 


A new 22-page bulletin issued by the Gen- 
eral Electric Company (GES-2536) describes 
pictorially the application of induction motors 
to power station auxiliaries. The text, backed 
up by both application and product photo- 
graphs, tells which motor to select for such 
power station applications as induced- and 
forced-draft fans, boiler-feed pump drives, 
condensate and hot-well pumps, circulating 
pumps, service-water, deaerator, and evap- 
orator pumps, coal pulverizers, and other gen- 
eral applications. 

The construction features of the various 
motors are also described and depicted. The 
bulletin closes with a tabulation covering: the 
motor characteristics of typical applications 
for power station auxiliaries. 


1942 American Standards List Available 


The American Standards Association has 
announced the publication of its new list of 
American Standards for 1942. 

Nearly 500 American Standards are listed in 
a wide variety of industrial fields and in the 
fields of industrial and public safety. There is 
a separate heading for American Defense 
Emergency Standards—standards developed 
specifically for defense purposes, and for the 
first time all American Safety Standards are 
listed together in a separate section. 

These standards include definitions of tech- 
nical terms, specifications for metals and other 
materials, methods of test for the finished 
product, dimensions, safety provisions for the 
use of machinery, and methods of work. 

In each case these standards represent gen- 
eral agreement on the part of maker, seller, 
and user groups as to the best current indus- 
trial practice. More than 600 organizations are 
taking part in this work. The standards are 
frequently reviewed and revised and in order 
to keep them in line with changing industrial 
needs.. New standards, and those brought up 
to date within the year are especially marked 
in the list. 

This list of American Standards for 1942 
may be obtained without charge from the 
American Standards Association, 29 West 39th 
Street, New York, N. Y. 


“Electric Gaging” 


“Electric Gaging—a new approach to in- 
dustrial problems,’ (GES-2543) recently is- 
sued by the General Electric Company, tells 
in interesting, concise fashion of eleven out- 
standing instances where savings in both time 
and money, and at the same time improved 
quality, have resulted from the application 
of extremely sensitive yet sturdy electric gag- 
ing equipment. 

The booklet illustrates such electric gages 
as the strain gage, pressure gage, film-thick- 
ness gage, eccentricity gage, profile gage, elec- 
trolimit gages, and the tensiometer. Applica- 
tions for each are also suggested. 
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TYPE PQ DIAPHRAGM CONTROL. For TYPE DA-35 TEMPERATURE CONTROL. 
tegulation of liquid levels from changes Used with blower fan applications for 
in head pressure. transformers. 


TYPE 125 LIQUID LEVEL CONTROL. Suit- 
yhoto- able for use on Transformers. 


ations 


n has 
ist of 


ted in 
in the 
lere is 
efense 
sloped 


a SWITCH PROTECTION 
br A WAR TIME NECESSITY 


pee Automatic controls play a vital part in domestic and industrial engineer- 
| ing. They assume special importance during war time emergencies. 

a Time, and the efficiency of both man and mechanical power must 
indus- be conserved. 

ms are The mission ot a Mercoid Mercury Switch in an automatic control is 
= to assure longer life and greater dependability—minimizing the need 
ustrial for attention after the control is in service. Mercoid Controls lend them- 
ie selves to quick installation and adjustment, all of which are invaluable 

contributions in a time of national crisis. 

r a Mercoid Switches, the distinguishing feature, used exclusively in all 
ot 30t Mercoid Controls, are especially designed types of hermetically sealed 


mercury switches. They are not affected by dust, dirt, moisture or cor- 
rosive gases, nor are they subject to open arcing, oxidation, pitting or 
sticking of contacts—common causes of trouble. 

to in- Keep these important facts in mind when selecting automatic controls. 


oi The line is complete and our cooperation is at your service. 
n t- 
h time THE MERCOID CORPORATION * 4213 BELMONT AVE. © CHICAGO, ILL. 
proved 
ication 
ic gag- 


gages 
-thick- 
e, elec- 
pplica- 


No. 855 EHT EXPLOSION-PROOF THER- TYPE 970 EXPLOSION-PROOF CASE TYPE 76 EH EXPLOSION-PROOF INDUS- 
MOSTAT. Line voltage type. for Temperature and Pressure Controls RIA QUID ONTRO 
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“Thar’s gold in them thar hills” 


RThere’s money 
in those 
a N flows, too! 


“group of %” Water Meters, 
untested for 26 years, was tested, re- 
red and restored to service, the Water De- 
ant. of an ‘Hlinois-.City,. was promptly 


"Tb sum ble 


agin to be toilet 


per-quarter to each normal water bill. 


lysis showed this leakage to total 

200°gals. per home per quarter — all water 

wasted, and previously not paid for because 
of inaccurate, insensitive water meters. 


Upon repairing these leaks, 99% of all 
bills dropped back to normal and water waste 
and pumping costs were reduced. The total 
parts-cost of repairing the 26-year-old meters 


averaged $4.45 per meter —in 18 months the 
meters paid for their repairs. 


SET 
\ THE MOST & NEPTUNE METER COMPANY - 50 West 50th Street - NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 
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a 
“ games: _—_ 


150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 





t) 
a This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Public Utilities Fortnightly March 26, 194 





Now Available 


EFFECT OF THE 
NATIONAL EMERGENCY 
UPON UTILITY 
RATE REGULATION 


A Volume Containing the Entire 1941 Convention Proceedings 
of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Including round-table discussions and reports on other timely and 
important subjects: 


Rate Adjustments Under the National Emergency—Cooperation Between 
the Federal Communications Commission and State Commissions in 
Special Studies of Telephone Regulatory Problems—Transporta- 
tion Problems in the National Emergency (including border 
problems)—Trends in Public Utility Finance—Power 
Problems Under the Defense Program—Integra- 
tion of Utilities Under the Holding Company 
Act—Accounting and Valuation Prob- 
lems These and others 
$6.00 
COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1941 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 
Regulatory Standards for Utility Securities 1.50 

Comparative Studies of Utility Costs and Rates 

Report of National Defense Program Committee 

Report of Committee on Developments in Regulatory Law 

Interpretations of Uniform System of Accounts for Electric Utilities, E-2, 

Interpretations of Uniform System of Accounts for Gas Utilities, G-1, G- er 

Interpretations of Uniform System of Accounts for Water Utilities, W-1, W-2, W-3, W-4.. 

The Sliding Scale . 

Report of Committee Cooperating With the Federal Communications Commission in Spe- 
cial Telephone Regulatory Problems 

Report of Committee on Unitorm Motor Freight and Railroad Classification 

Report of Committee on Valuation 

Report of Committee on Cooperation between State and Federal Commissions 1 

Annual Report Forms For Electric Utilities ($2) Gas Utilities ($2) Water Utilities ($2) 
Combination of two ($3) of all three ($4.50) 


(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. 








BOILERS, PIPING and 
other equipment insu- 
lated with J-M 85% Mag- 
nesia are fully protected 
against excessive heat 
losses. 





J-M Insulation-Engineering 

Service. J-M Engineers offer 

you specialized experience 

and training that enable 

them to trace down costly 

heat losses that might other- 

wise go unnoticed. From the 

complete line of J-M Insu- 

LMOST any insulation will save you __ lations, they can recommend the exact 

some money on fuel. But to get fuel amount of the right material that as- 

bsts down to rock bottom ...and to | sures maximum returns on your insulat- 
cep them there . . . it takes the one ing investment. 

irrect insulating material, applied in the For full information on this helpful free 

ne most economical thickness. service and data on all J-M Industrial 

To assure every saving possible within- Insulations, write for Catalog IN-55A. 

lation, leading power plants rely onthe Johns-Manville, 22 E. 40th St., N.Y.C. 


JM] Johns-Manville INDUSTRIAL INSULATIONS 


FOR EVERY TEMPERATURE...FOR EVERY SERVICE... 


Superex...85% Magnesia... JM-20 Brick... Sil-O-Cel C-22 Brick... Sil-O-Cel Natural Brick... 
J-M No. 500 Cement... Sil-O-Cel C-3 Concrete ... Marinite 
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Faith in THE Future 


OF MODERN METERING 


Fain in the fut 
operation of the electric utility & 
watthour meter manufacturers, Hf 
sign and development of the 2 ode 
meter well ahead of metering 


Thanks to this faith and cooper ; ve 


meters built today are fully cag 
load conditions for some time 
normal times are once more 
are sure to be, watthour meters. 
their important part in system im 


SANGAMO ELECTRIC COMPANY 


S. P Rel NG tosis kD 


P. U. R. QUESTION 
SHEETS 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating questions discussed 
and decided by the State and 
Federal Commissions and Courts 
in their investigations of public 
utility companies. 


Ten questions and answers every 
two weeks—annual subscription 


$10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 


1038 Munsey Bldg., Washington, D. C. 





bie MO 1.$ 





Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems 

public utility regulation in the United Sta 
with emphasis upon the expanding role of the Fede 
Government in the regulation of public utilities, 
activities in undertaking power projects and p 
moting rural electrification, and the issues invol 
in governmental ownerships. The well-rounded tre 
ment and critical viewpoint will be of aid to all 
are interested in evaluating the present status 
public utility regulation, its strengths, weaknesses, 2 
significance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 


Munsey Bldg. Washington, D. 





‘ This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





h 26, 19MMfarch 26, 1942 Public Utilities Fortnightly 








For Defense 


CRESCENT 
CRESFLEX 


NON-METALLIC SHEATHED CABLE 
as Sobd 
foo dajpetn ato so dang 
guantilies for wining 


cantoument4, defense 


housing and ather 


places where ease and 
speed of installation iA 
importank 


CRESCENT INSULATED 
WIRE & CABLE CO. 
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FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 
Securities and Exchange Commission 
1935 to 1941, Inclusive 


A Section by Section Treatment 
of the Act, with 


(1) Effective SEC Rules 


(2) Annotations of Commission 
and Court decisions 


(3) Supplemental notes 


OTHER FEATURES: Historical introduction, 
personnel of the Commission since organiza- 
tion (1934-1941), complete alphabetical list of 
subsidiaries of holding company systems, rules 
of practice, comprehensive subject index, an- 
nual pocket supplements. Price, $12.00; in com- 
bination with Public Utilities Reports, $10.00. 


AND TO KEEP YOU UP TO DATE: 
FURA - CURRENT SERVICE = SEC 


A continuing record issued twice a month, with special issues as required. 





Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
All dependable information clarifying or expounding the Commis- 
sion's work 


Subscription price $25 a quarter, including convenient binder and 
quarterly, cumulafive index. 





PUBLIC UTILITIES REPORTS, INC. 


1038 MUNSEY BUILDING 
WASHINGTON, D. C. 
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SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 








For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 








al et OF BTU CONTENT AT ANY POINT 
—_—_ 


[gud ALONG THE LINE WITH 
mm) 1\140 5 Ae Vie) :<0) 3814 


} User the peak loads imposed by present day produc- 
tion schedules, close control of BTU content is essential. 
The Connelly Caloroptic provides constant visual read- 
ing in BTU without any log, corrections or calculation. It 
can be installed in a permanent position or used portably, 
making it a simple matter to make spot checks of BTU 
value at any point in the manufacturing and distributing 
system. 

This constant visual indication of BTU content results in 
increased production, protecting against excessive varia- 
tions in gas quality. In actual use in leading gas plants of 
the country, the Connelly Caloroptic has proved conclu- 
sively that direct savings effected by its use will pay its 


initial cost many times during the first year. 
™ in i sues , Write for 


illustrated bulletin 


CONNELLY "°s Stems 
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NEVER BEFORE SO MUCH PRACTICAL 


HELP FOR ELECTRICAL ENGINEERS 
IN A SINGLE VOLUME... 


Here is the great standard reference work of all in the 
electrical engineering profession or whose work in in- 
dustry or engineering touches on this field. Its 2303 
pages present a handy-reference compilation of prac- 
tical, usable data from all fields of electrical engineer- 
ing practice, plus the most frequently required funda- 
mental theory, units, and systems of measurement, made 
dependable by the work of more than 100 engineers, 
scientists, teachers, and other authorities. 


STANDARD HANDBOOK 
eit wa for 
ELECTRICAL ENGINEERS 


Prepared by a Staff of 102 Specialists 


ARCHER E. KNOWLTON, Editor-in-Chief 
Associate Editor for Engineering, Electrical World 


7th edition, 2303 pp., 6x9, 1700 illus., 600 tables, $8.00 


Now greatly improved in size and make-up as well as 
subject matter—revised from end to end—with new 
material, whole new sections added—more contributors 
—the Standard continues as the one indispensable 
reference tool of the electrical engineering profession. 


DESIGNED TO USERS" SPECIFICATIONS 


Previous to revision, a large number of users of past 
editions were consulted as to what they would like the 
new edition to be. As a result of their suggestions, this 
new edition contains such improvements as more em- 
phasis on handy-reference compilation of usable facts, 
less historical material, and more data about equip- 
ment, materials, and practices, more sources of in- 
dustry standards, codes and specifications, and ex- 
panded index, as well 
as complete revision of 
subject matter to keep 
abreast of current prac- 


JUST OUT! 


26 BIG SECTIONS 


Units and Conversion Factors 
Electric and Magnetic Circuits 
Measurements 

Properties of Materials 

Circuit Elements 

Transformers, Regulators and Reactors 
Alternating-current Generators and Motors 
Direct-current Generators and Motors 
Rectifiers and Converters 

Prime Movers 

Power Plant “Econom mies 

Power System Electrical Equipment 
Power Transmission 

Power Distribution 

wate Design — Commercial and _ Industri 
Buildings 

Illumination 

Industrial Power Applications 
Electric Heating and Welding 
Electricity in Transportation 
Electrochemistry and Electrometallurgy 


eries 

Telephony and op emeuty 
Electronics and Electron Tubes 
Radio and Carrier ‘Communication 
Codes and Standard Practices 
Electrophysics 








WHAT THE NEW STANDARD GIVES YOU 

—definitions, conversion factors, physical and maf 
ematical principles 

—accepted formulas and experimental data 

—bases of design of electrical equipment for co 
mercial performance 

—principles and practice of assembling such a 
paratus into systems 

—criteria and results in applying electricity in 
rious industries, etc. 

—the information you want in the form you can | 
it; the means of avoiding errors, saving ti 
and trouble in procuring vital information, 
suring yourself of best results in handling a wi 
variety of problems. 





USE THIS CONVENIENT ORDER COUPON 


PUBLIC UTILITIES FORTNIGHTLY, Munsey Bldg., Washington, D. C. 
Please send me a copy of the new 7th edition of Standard Handbook for 


lor’ —, pose 
‘ jorge" 


cash. 


Electrical Engineers postpaid. 


1 enclose $8.00 in [] check [] money order 
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From the Early Period : 
of theTelegraph tothe present \) 
remarkable development in the field of Electricity 


KERITE 


has been continuously demonstrating the 
fact that it is the most reliable and 


permanent insulation known 
THE KERITE Wisi322 COMPANY INC 


NEW YORK CHICAGO SAN FRANCISCO 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 






















ch 








THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








evox HOLY, Bacon s Davis, anc. x= case 


CONSTRUCTION APPRAISALS 
Engineers 


OPERATING COSTS INTANGIBLES 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON OLEVELAND OHIOAGO 











J. H. MANNING & COMPANY 


120 Broadway ENGINEERS a, orga 


New York icago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 














SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 
Chicage York San 
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oOo FS | 








26, IMB arch 26, 1942 Public Utilities Fortnightly 


53 





PROFESSIONAL DIRECTORY (continued) 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plapts 
Utilities—Industrials 
Studies—R e ports—Design—Supervisios 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK e CHICAGO ee HOUSTON ec PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 











THE J. G. WHITE ENGINEERING CORPORATION 


ENGINEERS AND CONSTRUCTORS 


Steam Power, Hydroelectric and Industrial Plants 
Examinations, Reports and Appraisals 

















NEW YORK NEW ORLEANS 
BARKER & WHEELER, ENGINEERS EARL L. CARTER 
DESIGNS AND CONSTRUCTION — OPERATING Consulting Engineer 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — REGISTERED IN INDIANA, NEW YORK, OHIO, 

MANAGEMENT — APPRAISALS — RATES PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 

11 PARK PLACE, NEW YORK CITY Original Cost Studies. 

36 STATE STREET, ALBANY, N. Y. 910 Electric Building Indianapolis, Ind. 
BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- Erecting Engineer 














ports, design and supervision of con- . Telephone Lines—Rural Lines—Fire Alarms— 
struction of Public Utility Properties Transmission Lines 
4706 BROADWAY KANSAS CITY, MO. 48 Griswold St. Binghamton, N. Y. 
H. T. CANFIELD Francis S. HABERLY 
ENGINEERING ASSOCIATES ENGINEER 
Beoncenio. and Business Reports Appraisals—Original Cost Accounting— 


Investigations, Valuations, Cost Studies, Rates 
Regulatory Problems and Proceedings 


61 BROADWAY NEW YORK 122 SoutnH MicHicaAN AVENUE, CHICAGO 


Rates—Depreciation—Trends 
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JACKSON & MORELAND 
ENGINEERS 
PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 


DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 











PUBLIC UTILITIES 
FORTNIGHTLY 


is read every other week by the key 
men in the utility industry. Keep 
your name before them by being a 
regular advertiser in our Professional 
Directory. 


Rates Will Be Sent Upon Request 











ELECTRIC 
SYSTEM 
HANDBOOK 


A complete man- 
ual of central 
station practice 


Editor-in-C hief 

CLARENCE H. 

SANDERSON 
Asst. Electrical Engineer, 
The New York Edison 
Co.; Fellow, American 
Institute of Electrical 
Engineers. 


Assisted by a Staff of 
Electrical Engineering 





























Experts 
1131 Peribl 5 x 8 Section Headings 
exible 
* |. Electrical Energy and 
— Its Transmission 
D 2. Auxiliary Electrica 
‘ Equipment. 
Here is a complete | 3, switchboards 
guide to the design, 4. Motors 
operation and main- 5. Generating Stations 
tenance. of electric 6. Pci Transmission Sys- 
systems, covering 7. Alternating Current 
every phase of the Substations 
subject from the gen- 8. Railway Substations 
: ae 9. Direct Current Substa- 
eration of electricity “tions for Light and 
to its distribution. Bower 
: 10. Distribution 
Thorough; Practical Il. Protection of Electrical 
Apparatus, Circuits and 
The book answers Systems 
the demand for a 12. jnapection and Main- 
practical handbook eRanse 
which will wil the 13. peeked Engineering 
story of the electric 14. Standard Definitions of 
system as a whole— Electrical Words and 
beginning with the —_ 
fundamentals of elec- 





tricity and generation and carrying on through 
transformation, transmission, power lines, de- 
sign, construction, operation, repair, inspection 
substations, etc. The text is written in the 
language of the everyday workman. Higher 
mathematics is entirely omitted and all tech- 
nical expressions are fully explained. Pi 
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87.2°/, EFFICIENCY 
FROM THIS MODERN UNIT 
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Main- 
ering 
8 of LARGE CAROLINA PUBLIC UTILITY 
330,000 /bs. steam/hour, 1025 lbs. design pressure, 
: 905° F. steam temperature. 
: Riley Boiler, Superheater Steam Temperature Control, Economizer, Air Heater, 
ection Water Cooled Furnace, Steel Clad Insulated Setting. 
n_ the Fired by Riley Pulverizers & Burners. 
gd 
tech- 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 
BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
ITLY ST. LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 
C. 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
"ea PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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SAVE 50% 
N TIME AND MONEY WITH 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the national defense program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
his important question. In addition to a knowledge of the existing situation, 
ertain trends may be disclosed, a knowledge of which may be of considerable 
mportance to you under circumstances where the picture is rapidly changing. 


he One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
taining and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

e will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 

rite for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detrolt Montreal Toronto 
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Edison's Ideas Go to War 


American scieritists “give: iriventots, many ‘of them working in the 
laboratories of American industry, will’ play a ns -4 pare in neem 


to win the war. ’« 








1. Thomas A. Edison, born 95 
years ago on February 11, was 
one.of America’s greatest inven- 
tors. In addition to his famous 
lamp... 





3. Today electric light, electric 
power, and radio—so ‘much §im- 
‘proved that Edison wouldn’t know 
them—are performing many vital 
tasks. in America’s war effort. 





2. ...he built the first of 
America’s electric power systems, 
and discovered some of the princi- 
ples which other. scientists used to 
give us the radio. 








4. And scientists throughout the 
nation, in laboratories like the 
G-E. Research. Laboratory, are 
working, as Edison: once worked, 
to bring victory.’ 


General Electric believes that its first duty as a 
good citizen is to be a good soldier. 


General Electric Company, Schenectady, N. Y. 
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